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Committee on Agbicultube, 

House of Repbesentatives, 

Tuesday, January 18, 1921. 

The committee met, pursuant to adjournment, at 10 o'clock a. m., 
Hon. Gilbert N. Haugen presiding. 

The conmiittee thereupon proceeded to the consideration of House 
joint resolution 444, which is here printed in full, as follows : 

[H. J. Res. 444, Sixty-sixth Congress, third session.] 

JOINT RESOLUTION Aathoridng the President to require the United States Sugar Equalization 
Board to take over and dispose of thirteen thousand nine hundred and two tons of sugar imported from 
the Argentine Republic. 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That the President is authorized to require the United States 
Sugar Equalization Board (Incorporated), a corporation oiiganized under the laws of 
the State of Delaware, to take over the importation of thirteen thousand nine hundred 
and two tons of sugar from the Argentine Republic procured by the Department of 
Justice and the Department of State from the agencies used by them for that purpose, 
and to distribute or dispose of any of the sugar so imported, and to liquidate and 
adjust the transaction in such manner as may be deemed by said board to be equitable 
and proper in the premises. 

And for this purpose the President is authorized to vote or use the stock of the 
corporation hela by him, or otherwise exercise or use his control over the said cor- 

S9ration and its directors, and to continue the said United States Sugar Equalization 
card for such time as may be necessary to carry out the intention of this resolution . 

The Chairman. The committee will come to order. The com- 
mittee has been called together this morning to consider House joint 
resolution 244, introducea by Mr. Ward, authorizing the President to 
require the United States Sugar Equalization Board to take over and 
dispose of 13,902 tons of sugar imported from the Argentine Repub- 
lic. Mr. Ward, we will hear from you. 

Mr. Ward. I suggest that these gentlemen who appear here call 
their witnesses in whatever order they wish. 

STATEMENT OF MB. LOBENZO ABMSTBONO, GBEElSfWICH, 
CONN., ATTOBNET FOB B. H. HOWELL, SON & CO. 

Mr. Armstrong. Mr. Chairman, the purpose of this bill is to 
authorize the President to require the United States Sugar Equaliza- 
tion Board to take over the importation of some 14,000 tons of Argen- 
tine sugars, which importation was procured by the Department of 
Justice with the aid oi the Department of State. 

Mr. TiNCHER. Under what law? 

Mr. Armstrong. Under the Lever Act. I suppose you gentlemen 
are familiar with the Lever Act, which was passed August 10, 1917. 

Mr. McLaughlin of Michigan. Will you refer to the section or pio- 
vi»ion of the Lever Act under which you say this transaction occurri d ? 
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Mr. Armstrong. If you will permit me, I should prefer to make a 
general statement, and then I will come back to that later. 

Under the Lever Act, as you know, there was $50,000,000 etppro- 
priated for the general purposes of the President, authorizing him to 
use all sorts of instrumentalities for the protection of the country 
during the war. As you know, he used $5,000,000 of that for the 
purpose of creating a corpor»troii,-^tmder the name of the United 
States Sugar Equalization feoard. 

Mr. Glasgow. That $5,000,000 did not come from the appropria- 
tion imder the Lever Act; it came from a supplementary act that 
was passed. 

Mr. Armstrong. I stand corrected on that; that is ^nite right; 

Tne United States Sugar Equalization Board in 1919 bougrit the 
entire Cuban ei*op and handled the entire food administration relating 
to sugar very successfully, and made some 'thirty or forty millions of 
dollars. 

In 1920 the President determined to use this instrumentality which 
had been created in this manner and transferred the food administra- 
tion activities of the Government to the Department of Justice in so 
far as they related to sugar. 

Mr. TiNOHER. He could not transfer anything to the Department 
of Justice except the matter of prosecuting profiteers under the Lever 
Act, could he ? 

Mr. Armstrong. Yes; under the Lever Act he could also ask the 
Department of Justice to use the services and instrumentalities of 
any firms, corporations, or individuals for the purpose of that act, to 
provide an adequate supply of sugar for the people of the United 
States at a reasonable price. 

Mr. McLaughlin of Michigan. Was that action of the President 
in writing ? 

Mr. Armstrong. That I do not know, sir; I can not answer that. 
I do know that a department was created in the Department of 
Justice, under the charge of a special assistant to the Attorney Gen- 
eral, by the name of Howard Figg, and that the President did au- 
thorize, in writing, that the expenses of his organization be paid out 
of the fimds of the United States Sugar Equalization Board; and 
that Mr. Figg carried on a campaign in the Attorney GeneraFs office 
in order to secure an adequate supply of sugar for the people of the 
United States and an equitable distribution thereof. He also issued 
all licenses to permit people to deal in su^ar under the Lever Act. 

Mr. TiNCHER. Did he have authority to ouy the Cuban sugar under 
that act, or negotiate for that, the same as for the other sugar? 

Mr. Armstrong. Yes; I think he had authority under that act to 
buy — ^well, I do not know whether he had authority to buy su^ar or 
not. I know that he proceeded to regulate the entire sugar industry 
of the United States under the powers of that act. 

Mr. Glasgow. If you will pardon me for saying so, I do not think 
that either the Food Administration or the Attorney General had 
any authority to buy the sugar, and that was the reason for the crea- 
tion of the Sugar Equalization Board. 

Mr. Armstrong. I dare say that is true. 

Mr. TiNGH£R. As I understand, this committee tried to get the 
President to have the Sugar Equalization Board function and buy 
the Cuban sugar, and I was wondering how it was that he turned 
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around and authorized the buying of some other sugar, and did not 
buy that. 

Mr. Young. I don't know when we tried to get him to buy the 
1920 crop. 

Mr. McLaughlin of Michigan. Mr. Chainuan, I suggest that we 
let this gentleman make his statement, and Mr. Glasgow, the attor- 
ney for the Sugar Equalization Board, is here and can make his 
statement later. We are getting this now in a rather disconnected 
way. 

Mr. Armstrong. In May, 1920, iJrhen sugar was costing in this 
country from 25 to 30 cents a pound, depending on the locality 
where it was sold, the Department of Justice learned that refined 
sugar was available in the Argentine Republic at about 14 cents a 
pound, and conceived the idea that it would of great benefit to the 
people of the United States if that sugar ciKild be imported to the 
United States and sold at cost. It was reported from the Argentine 
at that time that there was about 100,000 tons of such sugar avail- 
able for export. 

Mr. VoiGT. At what price ? 

Mr. Armstrong. At about 14 cents a pound; That price varied 
because it had to be purchased at various localities in the interior 
of the Argentine, one price here and another price there, and then 
shipped to the coast. But it was something like 14 cents a pound 
f. o. D. Arg^tine. 

Mr. VoiGT. May I ask you, in that connection, if you know about 
what price that sugar cfoald have been sold for to the consimiere in 
this country ? 

Mr. Armstrong. I am coming to that in just a moment. They 
sent for Mr. Franklin^ of the American Trading Co., which had been 
doing business in the Argentine for a number of years, some 30 years, 
and had a very large organization there, and asked him to have the 
American Traaing Co. take up the importation of that sugar. 

Now, I would rather have Mr. Franklin tell you the story, and I 
am going to go over it very briefly indeed. 

There were two difficulties in the way of Mr. Franklin's undertak-. 
ing the importation of that sugar. First, there was an embargo by 
the Argentine Government agamst its export. Second, Mr. Franklin 
did not have any means of distributing the sugar after it got here. 
He pointed out both those difficulties to the Department of Justice 
and the answer was, first, that the State Department would arrange 
with the Argentine Government to permit tne export of that sugar 
and, second, that they would arrange with a representative sugar 
concern with facilities for distribution to place those facilities at the 
disposal of the Department of Justice. 

At that time the Department of Justice was besieged with appeals 
for aid in getting sugar, and there did not seem to be the sligntest 
doubt but that he would simply give the names of these people that 
he thought ought to have the sugar to the distributing house, and the 
distributing house would distribute it. 

Under those circumstances a letter was received from the Depart- 
ment of Justice, addressed to the American Trading Co., requesting 
them to go ahead and purchase sugars in the Argentine, which 
sugars were to be purchased up to the amount- of 60,000 tons — they 
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put that limit on it then. The American Trading Co. opened up a 
credit in the Argentine of some $6,000,000 for that purpose. 

The Department of Justice th^n went to the firm oi B. H. Howell, 
Son & Co., very lar^e distributors of refined sugar, and a^ked them 
to lend their facilities to the Department of Justice for distributing 
this Argentine sugar when it should arrive in this country. 

Mr. Post, the head of B. H. Howell, Son & Co., demurred to that. 
He said, ^*It is not my business to be imported refined sugar to compete 
with my own refined sugar. I do not want to do that. We have 
never been in the business of importing su^ar of any kind, particularly 
refined sugar." ''Well," they said, "this is a patriotic duty, and you 
ought to do it." After considerable hesitation he agreed to do it, 
ana he was introduced by the Department of Justice to the Amwican 
Trading Co., and it was arranged that the American Trading Co. and 
B. H. Howell, Son & Co., womd join in making this credit which was 
furnished from the Argentine Grovernment. 

They then cabled down to the Argentine and directed them to pro- 
ceed to purchase sugar, and it was after 14,000 tons of sugar had been 
purchased that they learned that no permit had been secured by the 
btate Department to lift the embargo, in spite of the fact that the 
letter of May 11, 1920, directing them to proceed to purchase sugar, 
assured them that such a permit had been granted by the Argentine 
Government. 

Mr. McLaughlin of Michigan. That letter was from whom to 
whom? 

Mr. Armstrong. That letter was from the special assistant to the 
Attomev General, Mr. Howard Figg, to the American Trading Co. . 

Mr. McLaughlin of Michigan. Have you that letter? 

Mr. Armstrong. That letter Mr. Franklin wjll put in evidence. 

The Chairman. Why not read the letter now, so that it is in the 
record ? Your claim is based on that letter ? 

Mr. Armstrong. Our claim is based upon the whole equity of the 
transaction. 

The Chairman. You may read it into the record. 

Mr. Armstrong (reading) : 

Department of Justice, 
Waahington, D. C, May 11, 19^0. 
Mr. Wallace D. Franklin, 

Vice President American Trading Co., 

New York City. 

Dear Sir: I was notified by the State Department of the receipt of cable from the 
Argientine that upon proper presentation through official channels of the American 
Government that the Argentine would lift the embargo on present surpluses in that 
country, now amounting to some 150,000 tons; 'the American attach^, nowever, esti- 
mates the surplus at approximately 70,000 tons. 

After talking this over with your representative, Mr. Linn, and Mr. Giddings, it 
was deemed advisable that your agent already on the ground should be advised to 
contract for or buy as much of the entire surplus as possible before any further request 
was made that the embargo be lifted, as of course upon the general knowledge that 
this has been done will create a speculative market. 

I have made arrangements with verv large interests to handle all or any part of this 
sugar that we may indicate. Our principal idea being first, to secure sugar for the 
United States; second, to secure the sugar at the lowest possible price; and thirdly, 
to control or indicate the channels of distribution after arrival here. 

It occurred to me that if your agent cooperated for all interests that expenses 
incurred by him could be prorated by the interests, as Mr. Giddings and Mr. Linn, 
your representative, indicate. I have figured that your firm would handle approxi- 
mately 10,000 tons of this sugar, the balance to be handled by firm or firms that 1 may 
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indicate hereafter. I will give Mr. Idnn copy of last cable from the Argentine to- 
morrow, which I think will assure you that permit will be granted when asked for. 

I hope that you will give this your immediate attention, as we must work rapidly 
to beat the speculators in the market. 
Yours, very truly, 

Howard Figg, 
Special Assistant to the Attorney General. 

After it was learned that no permit had been granted by the Argen- 
tine Government, orders were cabled to the Argentine at once to cease 
any further purchases of sugar. 

Mr. VoiGT. To what extent had purchases been made? 

Mr. Armstrong. To the extent of 13,902 tons. 

Mr. McLaughlin of Michigan. Those purchases were made by 
whom? 

Mr. Armstrong. By the American Trading Co. 

Mr. McLaughlin ot Michigan. With their own money ? 

Mr. Armstrong. They put up the credit in the Argentine. 

Mr. Glasgow. It was their own money. 

Mr. McLaughlin of Michigan. It was their own money, or on their 
own responsibility ? 

Mr. Armstrong. Well, they paid for the sugars in the* Argentine. 

The Chairman. Do you claim to have a contract with the Govern- 
ment made by any official authorized to make •a contract? 

Mr. Armstrong. Only as the facts show which I am developing 
before you at this time. 

The Chairman. Do you claim to have a contract with the Govern- 
ment ? 

Mr. Armstrong. That is rather a difficult question to answer. 

The GaAiRMAN. That is an all-important question. 

Mr. Armstrong. I think that we may have. The Government has 
treated us right straight along as the agent of the Government. 

The Ohairman. You know there are several million farmers that 
claim they have a claim against the Government, and I take it, it is on 
a par with your claim. Some had contracts with the Govenunent, and 
of course they should be made good. Now, if you have any con- 
tract 

Mr. Armstrong. Our contention is this, briefly- 



The Chairman. You can state what your contract is. 

Mr. Armstrong. Our contract, so far as we have a contract, is 
made out by this letter. 

The Chairman. It is due to the neglect of somebody in not getting 
a nermit? 

Mr. Ward. Didn't you have an agreement specifying in some way 
the remuneration for your services ? 

Mr. Armstrong. At the time we undertook the purchase of these 
sugars no arrangement had been made for compensation for our 
services. Later it was arranged — and we left this entirely to the 
discretion of the department, it was with no suggestion from us at 
all — that the American Trading Co. should have a commission of 1 
cent a pound for their services in this matter, and out of that com- 
mission they should bear the expenses of doing business — the general 
expenses, and that B. H. Howell, Son & Co. should have a compen- 
sation of 1 cent a poimd for services in the distribution. That was 
arranged as the commission for this service which was directed bv this 
letter of May 11 and in the conversations which we had with the 
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Government. Our claim is that we were employed to render this 
service for the Government. 

Mr. Hutchinson. Was that arrangement made before you f omid 
out that the embargo would remain in force, that the permit was 
not granted ? 

Mr. Armstrong. That was true, Mr. Franklin, was it not? 

Mr. Franklin. No; the arrangement was made in this way 

Mr. McLaughlin of Michigan. That arrangement is a Tery in- 
definite proposition. Who were the parties to the arrangement, and 
when and where was it made? 

Mr. Armstrong. That was about the situation, was it not, Mr. 
Franklin ? 

Mr. Franklin. I think, Mr. Chairman, I will have to go back a 
little to tell you just how this transaction came about. 

The Chairman. Are you not going to testify after Mr. Armstrong 
has finished ? Would it not be better if you would wait until then ? 

Mr. McKiNLEY. I suggest that the gentleman be "permitted^ to 
finish his statement. 

Mr. Armstrong. You asked me as to whether this arrangement 
was made befoi^e oi after the lifting of the embargo. That I do not 
know; Mr. Franklin will have to answer that question for you. 

Now, the State Department at once took up 

Mr. TiNCHER. I do not want to interrupt you, but you started 
to say that your contention, or your claim, was so and so. I am 
very anxious to hear that. You were interrupted. 

Mr. Armstrong. Our contention is simply this, that we were an 
instrumentality used by the Department of Justice and by the 
Department of State in an endeavor to provide an adequate supply 
of sugar at a reasonable price for the United States Government; 
that our compensation was fixed as agents by the Department of 
Justice; that we were a mere passive instrumentality in the whole 
transaction; that we could neither move in any way to sell this 
sugar, to dispose of it to protect ourselves, or do anything else; 
that our entire activities in this entire transaction consisted in 
buying sugar and supplying the money for it. 

j\lr. VoiGT. What was the loss ? 

Mr. Armstrong. The loss was about $1,800,000. 

Mr. TiNCHER. It is a moral obligation that you consider the 
United States Government owes your clients, growing out of the 
administration of one of the war measures ? 

Mr. Armstrong. Exactly; yes, sir. 

Mr. TiNCHER. It would be nice if they could pay all those moral 
obligations that they owe. Your loss was created by a voluntary 
act upon your part in an effort to help the United States Govern- 
ment. Now, tnere are some moral ooligations that grew out of 
compulsory acts 

Mr. Armstrong. Our loss was created solely and entirely be- 
cause the Department of State failed to get this permit from the 
Argentine Government, after assuring us that they had this per- 
mit, and because, under the circumstances, we were merely passive 
agents in the hands of the Department of Justice and the State 
Department in this whole matter. 

Now, let me get ahead a little bit further. 
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' The Department of State undertook to get permission from the 
Argentine Government for the export of these sugars, and finally, 
after two inonths negotiation, they got permits from th6 Argentine 
Government for the exportation of the 13,902 tons of sugar which 
had already been purchased. I should like to read in evidence a 
copy of that permit which was finally given by the Argentine Gov- 
ernment on the 23d day of June, 1920. , 

Mr. TiNCHER. Is there something peculiar about the form of it ? 

Mr. Armstrong. Simply that it recognizes, at the request of the 
Department of State, the American Trying Co. as the agent of the 
Department of Justice. ' 

(The witness read in evidence the text of the document referred to, 
which is here prints in full, as follows :) 

[Translation. Exp. 2757R— 1920.] 

Ministry op Hacienda op the Argentine Nation, 

Buenos Aires, June 2S, 1920. 

Having seen the request of his excellency the ambassador of the United States of 
America, regarding the necessary authorization for tlie American Trading Co., pur- 
chasing agent of the Department of Justice, to export 13,909 tons of sugar of national 
production; and considering that the Government is animated by the desire to fulfill 
satisfactorily the foregoing petition, made direct by a sister nation — 

The executive power of the nation in general agreement with the ministers decrees: 

Article 1. That the necessary permission be given to the American Trading Co., 
purchasing, agent for the Department of Justice of the United States of America, to 
export to the said country 13,909 tons of sugar of national production. 

Art. 2. That this be communicated, published, and filed. 

Iriqoybn. 

D. E. Salabbrry. 

Mr. Armstrong. After that decree was issued the price of sugar 
had declined very materiallv. 

Mr. VoiGT. What is the date of that ? 

Mr. Armstrong. That is June 23, 1920; the price of sugar had 
declined materially, and one of the main reasons for that decline was 
the great publicity that had been given to this very transaction. The 
newspapers had carried big headlines, ''The Umted States Govern- 
ment imports 100,000 tons of sugar from the Argentine Republic," 
and that coming at the same time with the import of sugar from 
other countries, the price of sugar declined very materially. 

Under those circumstances we went to the department of Justice. 
We said, "Here, we have got 13,902 tons of sugar on our hands with 
a declining market. If this permit had been given to us, as we were 
assured back in the first part of May that it would be, all of this 
sugar would have been sold before shipment, cash. on delivery when 
it arrived in New York, and that is what the transaction originally 
meant and that is what it was planned to be. But this delay of 
nearly two months has left us with 13,902 tons of sugar on our hands 
and the mal?ket declining so we can not sell it. We can sell it in 
Argentina, because the price of sugar has gone up in Argentina." 

The publicity given to the fact of our purchase had acted in the 
reverse direction in the Argentine, naturally, and the price of sugar 
had gone up there. 

Mr. McLaughlin of Michigan. Had it gone up above the price at 
which it was bought by you ? 

Mr. Armstrong. Alx)ve the price at which it had been bought by 
us. So we said, ''Here, the only thing for us to do is to sell this sugar 
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back.'' But the American ambassador cabled up and said, ''That- 
won't do at all; the American Government can not go down to the 
Argentine and buy sugar, and then when it has put the price up turn 
around and dump it on the Argentine market. So we were abso- 
lutely forbidden to sell in the Argentine. 

Mr. Jacoway. You were in bad shape, weren't you 1 

Mr. Armstrong. We were in very baa shape. 

I will read the letter of August 2, 1920, addressed by the Depart- 
ment of Justice to Mr. Franklm: 

Department of Justice, 
Washingtoriy D. C, August ^, 1920. 
Mr. W. S. Franklin, 

Vice President American Trading Co., 

25 Brocui Street y New York. 

Dear Mr. Franklin: I am in receipt of your communication of July 29 in r^ard 
to disposing of a certain portion of the 14,000 tons 6f AiifSfentine sugar contracted for by 
the B. H. Howell Co., and in which the Department of Justice participated in distri- 
bution. 

I am very sorry to inform you that under no circumstances could the Government 
concur in the thought even of allowing any portion of this sugar to be sold in the 
AK'entine. You will find attached hereto paraphrase of cabl^mm received from 
Wiley, in charge of the embassy at Buenos Aires, which very definitely states the 
position of the Government in this transaction. But, in spite of this, I took the 
matter up with the State Department and found that Ambassador Simpson, from. 
Argentina, was here. I arranged a conference with him, which took place Saturday, 
and I can not begin to make you understand how deeply he feels on this subiect. 

He also brought to my attention a matter of seeming interest to you, and that was that 
if any portion of this sugar was sold in the Ar^entme it would be ruination to the 
American Trading Co. or any other American interests that might be involved, as 
well as a very serious thing for the United States Government. 

I had a talk with Mr. Linn, you representative here in Washington this morning, 
and tried to make him understand the seriousness of this thought. 

I do not feel that there is an opportunity for you or the B. H. Howell Co. to lose 
any money on this transaction, but that you will find a ready sale for the sugar on 
its arrival here. I have been assured by a great many dealers over the countiy that 
they are ready to buy on delivery, but would not contract ahead of time. I not only 
think there will not be any loss but that your profits will be the same as you expected 
from the start. 

I am leaving for a short vacation on Thursday and have left this matter entirely 
in the hands of Mr. Wilkins during my absence. 

With kindest personal r^iards, I remain, 
Yours, truly, 

Howard Figg, 
Special Assistant to the Attorney General 

The paraphrase of the cable received from the Argentine is as 
follows: 

July 29, 1920. 
The Secretary of State, 

Washington, D. C: 
The price of sugar has gone up to plus 12 pesos paper per 10 kilos. The Government 
is being attacked bitterly by the opposition press on account of the exorbitant price of 
sugar and the scarcity, which is claimed to oe due to the permits granted for export 
and to graft. Sullioav is telegraphing to the American Trading (x>. r^;arding tneir 
opportunity to sell at a big profit here. I uige that you direct the company not to 
sell any of the 14,000 tons obtained in the name of the Crovemment under any circum- 
stances. This would create a most unfortunate impression. 

Wiley. 

Subsequently further negotiations were taken up through the State 
Department, and finally under date of August 12 the sugar was 
oflfered by the United States Government to the Argentine Govern- 
ment, but the price of sugar had declined at that time so far that it 
was impossible to sell it except at a serious loss. 
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Mr. McLaughlin of Michigan. That is iu, writing, is it? 
Mr. Abmstbong. Yes, sir. 

Mr. MgLaughlik of Michigan. Will you read it, please ? 
Mr. Abmstbong (reading) : 

No. 88. ' August 12-6 p. m. 

American Embassy, 

Buenos Aires, Argentina. 

Reference is made to your No. 185 of August 6 and No. 186 of August 9. 

1 . If approved by Sullivan convey to the Uovemment of Argentina that this Govern- 
ment desires to state a^ain its appreciation of its favor in permitting the export of 
sugar to relieve necessities in this country; and that since the situation in the United 
States has been remedied in lar^e measure throup;h the coiirteous act of the Argentine 
Government and at the same time the market m Argentina appears to be suffering 
from a sugar shortage, this Government would be glad to resell to the Argentine 
GoTemment, if it so desires, or on the market under its supervision, such quantities 
of sugar which have not already been exported to the« .United States; that the sugar 
is offered at 16 cents United States currency and amoiortfe to 4,.S83 tons. You may 
explain tx> the Argentine Government if you think advisable that the stated price 
is j^laced at somewhat above purchase price in order to cover expenditures incidental 
to its handling, purchase, and storage. 

2. Please be careful to avoid giving impression which vou warned ugainst in your 
cablegram of July 29, No. 178. 

Colby. 

Further, when this sugar began to arrive in this country Mr. Figg 
insisted that it be offer^ to the canning trade. 

Mr. Young. Before you leave that part of the subject, what 
finally became of the 4,000 tons ? 

Mr. Abmstbong. That has all been brought to this country. 

Mr. Young. There was no resale down there ? 

Mr. Abmstbong. No. 

Mr. Jacoway. Why ? 

Mr. Abmstbong. Because the price they offered there showed 
such a material loss that we decided it was better to bring it to this 
country. 

Mr. Jacoway. And then the price there declined below the price 
which they offered ? 

Mr. Abmstbong. Yes. 

Mr. VoiGT. What did they offer ? 

Mr. Abmstbong. I will have to ask Mr. Franldin to answer that. 

Mr. Jacoway. What is the most you could havd got for this sugar ? 
In other words, what would have been your minimum loss ? 

Mr. Abmstbong. I think we could nave gptlipn out with a very 
small loss. Mr. Post will tell you about uiat.' When this sugar 
arrived it was the judgment of the people here that it should be pffered 
to the trade indiscriminately and that the thing te^do was to get rid 
of it just as fast as possible. 

Mr. Jacoway. If this matter should: be adjudicated in a court of 
justice, don't you think that would be your measure of damages ? 

Mr. Abmstbong. If you will let me continue for just a moment I 
think you will see what I mean. It was our judgment that we should 
at once offer it to the trade, but Mr. Figg said no, herwould not let us. 
So our hands were tied again. ^ 

Mr. TiNCHEB. Is that m writing? 

Mr. Abmstbong. No; thui was not in writing; it fnaM a personal 
conversation. He said, ' |I will give you a list of these/ cwmers who 
have been asking for this^stigar, and you ^^lar^er k lo ^fiiigt/' So 
we had to follow his instructions. ' ^ 
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Mr. TiNCHER. Was that the same man that said he did not think 
you would lose any money? 

Mr. Armstkokg. That is the gentldman that told us we would not 
lose any money. 

Mr. TiNCHER. Do you think it would be advisable for this Congress 
to pass legislation appropriating money to reimburse people that lost 
money on such advice as that From the pr^esent administration ? 

Mr. Glasgow. If you will allow me, it is not a question of appro- 
priation. 

Mr. Armstrong. We are not asking for any appropriation of any 
kind whatsoever. We will come to that in just a moment. 

Answering this gentleman's question, I will say we were instructed 
by our principal here, for whom we were doing the whole business, 
not to oner those shipments, and he gave us a Ust of various canners 
that he wanted us to offer them to, and we followed instructions and 
practically none of them would take it. 

Mr. Young. I am practically at sea; I came in a little late. You 
say you are not asking for any appropriation- 

Mr. Glasgow. I will explain why that is. May I explain all about 
that ? They are not asking any appropriation in the sense of asking 
Congress to appropriate from the Treasury. The Sugar Ecjualization 
Board has accumulated quite a large surplus; I will explain in a mo« 
ment how that occurred. And their proposition is for the Congress 
to authorize, if it sees proper, the Sugar Equalization Board to use the 
surplus in its hands to take over the transaction, not to make an 
appropriation out of the Treasury. 

Mr. Young. Your theory is - 

Mr. Glasgow. I have no theory. 

Mr. Young. Well, I say your theory, so far as we are concerned 
as a committee, is that we have got jurisdiction to do something here 
to reach that situation ? 

Mr. Glasgow. As I will explain to you, the Sugar Equalization 
Board is not going to do anything in this connection unless you gen- 
tlemen tell us to do it. 

The Chairman. This calls for no appropriation out of the United 
States Treasury, but it calls for an appropriation out of the treasury 
of the corporation, which is owned by the Government, whicn 
amounts to the same thing. 

Mr. Glasgow. I was orfly trying to clarify the situation. 

The Chairman. I wanted to make that clear, too. It means the 
same thing ? 

Mr. Glasgow. I say, it does not require any appropriation from the 
Treasurv. 

Mr. ARMSTRONG. I am going to finish in just a moment. The 
situation is that 9,000 tons of this sugar remains still on hand, undis- 
posed of. And every step that we have taken here has been pursuant 
to the direction of the Department of Justice. 

Mr. VoiGT. What became of the other 4,000 tons ? 

Mr. Armstrong. They were sold at the proper price; that is, they 
were sold at cost 

Mr. VoiGT. In this country ? 

Mr. Armstrong. In this countrviy f. o. b. New York, at cost plus 
the commission, less 2 per cent lor cash, axid there remain 9,000 
tons on hand which has not been sold. 



SU6AB. 13 

Mr. VoiQT. Your clients got their 1. cent a pound out of that i 

Mr. Armstrong. On the part that was sold. 

Mr. VoiGT. Did they get any more ? 

Mr. Armstrong. No. 

Mr. Glasgow. They could not under the contract. 

Mr. Armstrong. Under our contract . with the Government we 
were limited to 1 cent. And more than that, when we sent these 
notices out to the trade that this sugar was available it was specified 
that this sugar was available at cost, f . o. b. New York, and tnat the 
cost had been estimated as closely as the importers could estimate it> 
and if when the final accounts were made up it was discovered it was 
less a rebate would be made. ' 

. Mr. Jacoway. What grade of sugar was this ? 

Mr. Armstrong. It was an inferior grade of refined sugar. 

Mr. Jagoway. Not granulated ? 

Mr. Armstrong. It was granulated sugar, but not as good as 
American granulated. ^ 

Mr. VoiGT. Were the 4,000 tons sold at or below the market ? 

Mr. Armstrong. They were sold absolutely at the market. They 
were sold very much below the market at the time this transaction 
w^as entered into, but when they arrived here I think they were sold 
approximately at the market. 

The Chairman. You spoke of your contract. Your contract 
if you call it a contract, had reference to the price to be charged and 
the profit to be allowed ? 

Mr. Armstrong. It had reference to the price to be charged 

The Chairman. The same as every other dealer in sugar. The 
Government fixed the price and the profit. It fixed the price on the 
Atlantic coast at 9 cents, did it not ? 

Mr. Armstrong. Yes; but we were to perform a certain service 
here that we had no interest in at all. 

The Chairman. It fixed the price of beet sugar at 6^ cents ? 

Mr. Armstrong. Oh, yes; it did fix the price generally. 

The Chairman. And m Louisiana at 17 cents? 

Mr. Armstrong. Oh, yes; it fixed the price for everybody. 

The Chairman. Then in what respect does your contract, if you 
call it a contract, differ from every other contract that was made? 

Mr. Armstrong. We were not producers of sugar 

The Chairman. Very few of them were producers of sugar. 

Mr. Armstrong. We had no sugars on hand. 

The Chairman. Neither did the others. 

Mr. Armstrong. I will finish in just a moment. 

When we wefe faced with this loss, the Department of Justice 
suggested that the United States Sugar Equalization Board take over 
the transaction. The Department of Justice, the Department of 
State, the United States Sugar Equilization Board, and everybody 
that looked into this transaction thought it was perfectly proper ana 
right for the Equalization Board to take it over, for one govern- 
mental agency to take over the transactions of another, except that 
they did feel that under the terms of the McNary Act and under the 
law as it existed the President did not have the authority to sign an 
Executive order directing the United States Sugar Equalization 
Board to take it over. The Attorney General was of the opinion 
that the President might have such an authority 

TTie Chairman. To take over what? 
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Mr. Armstrong. To take over the importation of this 13,902 tons 
of sugar, this entire transaction. 

The Chairman. He had the authority to take over the Cuban 
crop, and was directed and reminded of his duty to take it over. 

Mr, Armstrong. I think I had better leave that to Judge Glasgow 
I think he will explain that. 

The purpose of this bill here is to cure that apparent lack of author- 
CEity and to authorize the Government to direct one* governmental 
agency which it created, the United States Sugar Equilazation 
Board, which should have handled this transaction, to take this 
transaction over from the Department of Justice, which had handled 
it and in whosfe hands we were mere instrumentalities. 

The Chairman. Thank you, Mr. Armstrong; we will hear Mr. 
Franklin. 

STATEMENT OF MB. WALTEE S. FRAITKLIir, VICE PRESI- 
DENT AMERICAN TRADINQ CO., NEW YORK, N. Y. 

Mr. Franklin. Gentlemen, you have heard from Mr. Armstrong 
about how this transaction started. I think, perhaps, I had better go 
back to the meeting which he mentioned, which 1 attended, in the 
Department of Justice, at the request of the Department of Justice, 
on May 7. 

At that meeting we were asked to enter into an arrangement to pur- 
chase sugar in tne Argentine, to bring that sugar to the Umted 
States, and to distribute it here under the direction of the Department 
of Justice. Our reply to that was that there were two objections 
which we knew of: First, there was the export embargo in the 
Argentine. Second, we had no facilities wnatever to distribute 
sugar. Mr. Figg, who was a special assistant to the Attorney Gen- 
erfl, replied to tnat, stating that he would arrange through tne De- 
partment of Justice for the modification of that embargo, and that 
ne would secure the services of a reputable sugar house to do the 
distributing. 

Our reply was that under those conditions we would consider enter- 
ing into the transaction. Under date of May 11 he wrote us a letter, 
which you gentlemen have heard, stating that that export permit 
could be secured, and reauesting us to go ahead and purchase those 
sugars. We therefore cabled our representative in Buenos Aires to 
purchase 5,000 tons of sugar. He purchased that 5,000 tons currently 
as he could get it. We increased that amount, as on May 13 the 
Department of Justice asked the State Department to actually secure 
the permit for 30,000 tons of sugar; that is, a permit for the exporta- 
tion from the Argentine. 

We then heard from our agent in the Argentine, about a week after 
our original instructions to him to purchase the sugar, that he had 
not received any permit nor, so far as he knew, had the American 
ambassador secured any permit. We inunediately cabled him to 
stop the purchase of sugar at that time. He reported to us that he 
had actually purchased 14,000 tons. 

I came to Washington immediately, saw Mr. Figg, and explained 
to him that we had followed his request and that we looked to him 
to seoure the necessary permit to move that sugar out. 
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He took it up with the State Department, and the State Depart- 
ment actiyely followed the matter up in cables to the American 
ambassador, but it was not until June 26 that the actual permit was 
turned over to the American ambassador. 

Now, gentlemen, the idea of this transaction was to help the De- 
partment of Justice in its campaign to reduce the high cost of livii^. 
The price of sugar that we obtained there was about 13 or 14 cenli. 
The estimated cost of shipping that sugar up here, the export duties 
in the Argentine, the import duties in the United States, storage 
chaises, etc., brought the price of that sugar up to about 21.31, as 
closely as we could estimate it. 

At the time we were to oflFer that sugar on the market — ^which you 
will remember was during the second and third weeks of May — the 
price of sugar in the United States was between 26 and 30 cents to 
the retailer. The Department of Justice gave us a list of canners 
and preservers to whom we should offer this sugar. We were unable, 
of course, to offer this sugar until we actually had the permit in hand; 
otherwise, we would have been short on the sugar market and in a 
very serious position at that time. We were therefore tied until we 
comd find out that that sugar was actually going to be released from 
the Argentine. 

The permit was secured, as I have stated, on June 26. We were 
then held up between that time and July 2 before a letter actu^y 
went out to the canners and preservers. 

The Chairman. Who issued that letter ? 

Mr. Franklin. That letter was sent out by B. H. Howell, Son & 
Co., under the direction- and the wording of the Department of 
Justice. 

The Chairman. Have you a copy of that letter ? 

Mr. Franklin. Yes, sir; it will oe furnished to you. 

(The letter referred to and furnished later is inserted, as follows:) 

Washington, D. C, January 22 y 1921. 
Hon. Gilbert N. Haugen, 

Chairman House Committee on Agriculture. 

Dear Sir: In accordance with your request contained on page 29 of the record of 
the hearing on House Joint resolution 224, we are submitting herewith a copy of the 
letter of Jidy 2 written by B. H. Howell, Son & Co., under which they offer the sugars 
received from the Argentine to the trade under the direction of the Department of 
Justice. There is attached to the letter the form of contract under which the sugars 
were sold. 

Very truly, yours, 

Lorenzo' D. Armstrong. 

[Form of letter to jobbers approved by Department of Justice.] 

July 2, 1920. 

Under directions from the Department of Justice and a plan of distribution approved 

by them, we have allotted you bags of sugar of 70 kilos or about 150 pound 

each, for shipment from Aigentina, which are expected to arrive about 30 days 

afterdate of shipment, at a price not to exceed 21.30 cents per pound, 2 per cent 
cash f. o. b. New York, terms sight draft against bill of lading, net landed weights. 
No arrival, no sale. 

For full details as to terms, we stfe inclosing herewith copy of the proposed contract 
we will furnish you upon receipt of your acceptance of the allotment. 

In arriving at the price of 21.30, various charges have been estimated, and if upon 
arrival of the sugar it is found that these charges are less than estimated, the buyers 
will be issued a credit memorandum for the difference due, if any. 
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•  

The Department of Justice also wishes to have it distinctly understood that these 
sugfljrs are to be redistributed by the jobber for essential usage only, that is, to essen- 
tial indtistries and retailers. . ^ 
Very truly, yours, 

B. H. HowBLL, Son & Co. 



[Form of contract approved by the Department of Justice.] 
B. F. HOWELL, SON A CO. 



Howell's Order No. 

Date, . 

Sold to 



Address, . 

About pounds of Argentine granulated sugar packed in bags of about 150 

pounds each. 

At twenty-one and 31/100 (21.30 ct.) cents per pound, less 2 per cent duty paid, 
f. o. b. New York City, net landed weights. 

Should various estimated charges xised in arriving at the above price prove less 
than expected, credit voucher for the difference will be rendered thfe buyer. 

Shli>m^nt by steamer or steamers from Argentine during , 1920, to New York . 

No arrival, no sale. 

Terms: Sight draft against bill of lading or delivery order, for invoice amount. 

Shcnild any unforeseen circumstances, such as accidents, stress of weather, etc. , 
prevent the shipment or arrival of the sugar within the time specified, buyers will 
accept delivery when made. 

The execution b*y sellers of this contract is subject to force majeure and is also con- 
tingent upon strikes, accidents, fife regulations, or restrictions imposed by any Gov- 
ernment or governmental agency, or other delays beyond seller's control. 

This sugar will have to be redistributed by the buyer to essential usage as outlined 
by the Department of Justice, Washington, D. C. 

AccjBpted. 

On that letter there were about 5,100 tons actually accepted by 
the canners and preservers to whom the sugar was offered. 

At that time no more of this Argentine sugar could be sold, for the 
reason, as you have already been told, of the notoriety that was given 
the transaction and because there was a drop m the price of sugar 
after that date and sugar was no longer desired at that price. The 
crux of the situation was broken. 

Mr. PuRNELL. At what price ? 

Mr. Franklin. At 21.31. 

Mr. PuRNELL. That is what it cost to bring it into the country? 

Mr. Franklin. Yes, sir. 

Mr. PuRNELL. What were you selling it for to the canners ? 

Mr. Franklin. For 21.31; and that included our commission on 
the entire transaction. 

Mr. McKiNLEY. Mr. Franklin, was not the whole theory of the 
Department of Justice in bringing in the Argentine sugar the idea 
of breaking what practically was a comer on Cuban sugar ? 

Mr. Franklin, i think it was not a question of breaking the cor- 
ner, sir, but it was decidedly the question of breaking the market. 
I do not know that they knew there was any comer, nor did I kncvv" 
that there was any comer, but there is no doubt about it that the 
proposition of the Department of Justice in asking us to go into this 
transaction was to break the price of sugar, and that was why we 
were asked to go into the transaction. 

Mr. McKiNLEY. And it broke it ? 

Mr. Franklin. And it broke it. 
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The Chairman. They broke it just as they broke the price of 
wheat. Mr. Hoover said wheat would go to $7 a bushel, yet they 
put it down to $2.20. 

Mr. Franklin. I am not a wheat expert. 

The Chairman. The purpose was to reduce the price. 

Mr. Franklin. The purpose was to reduce the price; yes, sir; 
whirh was accomplished. 

The Chairman. There was also a considerable amoimt of meat 
purchased by the War Department, which was sold at a reduced 
price last summer. 

Mr. Franklin. That I am not familiar with. 

There is one more point I want to bring out. On July 29 it was 
definitely foxmd that we could not sell this sugar in the United States 
at the price which it cost us. I therefore wrote to the Department 
of Justice and explained to them that we could resell that sugar in 
the Argentine. You gentlemen have heard that letter. We were 
prevented from doing that because of the statement of the Depart- 
ment of State that as the sugar had been purchased at the request 
of the United States Government and because it had been purchased 
in the name of the United States Government, as is shown in that 
cablegram from the ambassador, we were imable to sell that sugar, 
and they instructed us not to do so. We could have gotten out of 
the transaction at that time. 

Therefore, we brought the entire amount of sugar here to the 
United States, and there remain oh hand, as you nave been told, 
9,000 tons. 

Mr. Young. What is it worth to-day 1 

Mr. Franklin. If we sold it on the market as it is now, as I under- 
stand it from sugar people in New York, that sugar is worth to-day 
about 6i cents. 

The Chairman. Why were you prohibited from selling it in the 
Areentine ? 

Mr. Franklin. Because the ambassador and the State Depart- 
ment told us, through the Department of Justice, that it would be 
impossible to seU down there without ca\ising difficulties between the 
American Government and the Argentine Government. Mr. Chair- 
man, I can only show you what is in the documents of the State 
. Department, and there is a representative of the State Department 
here who will tell you that that is exactly what they heard from the 
American ambassador, and we were instructed not to do it. And 
we considered that, as we were acting as the agents of the Department 
of Justice, it was impossible for us to do anySiing in the matter. 

Mr. Armstrong. May I interrupt to say that tms sugar was bought 
in the name of the United States Government, and it was the question 
of the United States Government directly selling back to the Argentine 
Government. It was a Government transaction, so far as the 
Ajngentine was concerned. 

The Chairman. It could only be imported under those conditions, 
I presiraie ? 

mr. Armstrong. Exactly, sir. 

Mr. Hutchinson. You got that prohibitory order, and then later 
you got the order that you could sell it. What changed the situation ? 

81827—21 2 
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Mr. Franklin. I suppose it> was because of the pressure that we 
tried to bring on here. We finally offered to sell to the Ai^entine 
Government — the American Government offered to sell to the 
Argentine Government, but they declined to take it. 

Mr. Hutchinson. But at first you said they could not sell it, and 
afterwards they gave you permission to sell it? 

Mr. Franklin. No, sir; if I said that I am in error. I said that 
the Department of State sent a cablegram to the American am- 
bassador to offer to the Argentine Government this sugar that was 
still in the Argentine. 

Mr. Armstrong. Is it not true that in that interval — there was 
quite a delay there — the price had declined in the Argentine, which 
changed the situation in the Argentine ? 

Mr. Franklin. That is shown by the cablegram which you have 
already submitted, dated August 12. Absolut^y not, sir. The price 
of sugar at the time we offered to sell it W9.s higher in the Argentine 
than at the time we bought the sugar. 

The Chairman. I understood you to say it had declined. 

Mr. Franklin. No, sir. 

Mr. Voi6t. When the price in the Argentine was up our Govern- 
ment refused to let you sell this sugar ? 

Mr. Franklin. Quite true, sir. 

Mr. VoiGT. And subsequently when the price had gone down our 
Government did attempt to bring about a sale in the Argentine ? 

Mr. Franklin. Absolutely, sir; to the Argentine Government. 

The Chairman. Why did the Government prohibit you from 
selling it ? 

Mr. Franklin. I stated that, sir 

The Chairman. It would create friction between the two countries ? 

Mr. Franklin. Yes, sir. 

The CHAmMAN. Do you contend that this Government should do 
anything to create friction between governments to accommodate one 
exporter ? 

Mr. Franklin. I am stating that to show you that we were actine 
as the agents of the Department of Justice and were not free to sell 
this sugar at our own volition, and that we had to sell to whom the 
Government pleased to sell at that time and where the Government 
pleased to sell it. 

The Chairman. In what respect did that restriction differ froni 
the restriction placed upon any other trader ? 

Mr. Franklin. Why, I think very clearly in this, sir, that we were 
asked to go into this transaction. 

The Chairman. Were not others ? 

Mr. Franklin. Not to my knowledge. No one else that I know of, 
Mr. Chairman, was asked 

The CHAiRBiAN. The appeal was made to everybody to stimulate 
production, was it not ? 

Mr. Franklin . No one else that I know of , Mr . Chairman , was asked 
to ^o to a foreign country to purchase sugar and bring sugar into the 
Umted States, and then not allowed to sell that sugar to anyone 
other than Vhom the Department of Justice should designate. Nor 
was anyone else that I nave ever heard of forbidden to sell any 
commodity which they bought in the country in which they had 
purchased it. 
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Mr. Young. Let me ask you one question there: Were you 
licensed as dealers under the food-control act ? 

Mr. Franklin. Yes, sir; we were. 

Mr Young. You were licensed dealers ? 

Mr. Franklin. Yes, sir. 

Mr. Young. Of course, that license had to be respected, but in 
this particular transaction you claim you were acting as the agent 
of the Department of Justice and representing the Department of 
Justice to do the kind of thing they wanted done ? 

Mr. Franklin. I have tried to tell you that in exactly those words. 

Mr. Young. They had two strings on you then, one as their agent 
and the other as their licensee ? 

Mr. Franklin. Quite right. 

Mr. Armstrong. Mr. Franklin, was your company in the general 
business of importing sugar ? 

Mr. Franklin. In the general exporting and importing business, 
and had been for over 50 years. 

Mr. McKiNLEY. Is not this the whole situation, stated briefly: 
The United States Government foimd that sugar was high, and when 
they heard that there was 150,000 tons of sugar in the Argentine the 
Government as a Government attempted to buy the sugar from the 
Argentine Government, in order to break the price here; that when 
it was advertised that they were going to take all this sugar out of the 
Argentine it put up the price in the Argentine, and then when they 
found you were wifimg to leave it down there the price weiit down in 
the Argentine ? 

Mr. Franklin. Yes, sir; that is more or less the exact status of the 
case. 

The Chairman. What is your contract to buy on accoimt of the 
Government ? Have you anything to show that you had a contract 
wath them ? 

Mr. Franklin. We consider that letter, which the Department of 
Justice 

The Chairman. The letter which was read into the record ? 

Mr. Franklin. Yes, sir; and their request on us to enter into this 
transaction. 

The Chairman. And your claim is based wholly on that letter ? 

Mr. Franklin. And on what follows, to show that we were actually 
acting as agents of the Government. 

The Chairman. You were licensed just the same as any other 
dealer in sugar. Thev made a direct appeal to you to import the 
sugar, that you might handle it at a profit of 1 cent a pound ? 

Mr. Franklin. I do not think that that is the actual status of the 
case, Mr. Chairman. I think our situation was entirely different, in 
that they came after us, told us to purchase these sugars in a specific 
place, told us the commission that we could make, gave us a list to 
whom we should distribute the sugars, and then told us that we could 
not resell, because the sugars were obtained in the name of the United 
States Government. Now, if that does not change the transaction, 
I am unable to see it. 

Mr. Young. You entered this transaction at the instance of the 
United States Government ? 

Mr. Franklin. Quite right, sir. 
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Mr. Young. You would not have entered it had not the United 
States Government, through the Department of Justice, asked you 
to do so ? 

Mr. Franklin. No, sir. . . . ' 

Mr. Young. And everything you did in connection with this trans- 
action, from its very inception up to this time, so far as these sugars 
were concerned, you did as an agent of the United States and under 
their directions ? 

Mr. Franklin. Absolutely. 

Mr. Young. You could not follow your own volition with reference 
to handling the stuff that you finally got on hand ? 

Mr. Franklin. Absolutely not, su*. 

Mr. Young. And now you find yourselves caught with these 
several thousand tons of sugar that you have been imable to dispose 
of, being hedged about by the edict of the Government itself ? 

Mr. Franklin. Yes, sir. 

•Mr. PuRNELL. Did you understand when you imdertook the pur- 
chase of this sugar that the purpose of bringmg it in here was to break 
the market here ? 

Mr. Franklin. Absolutely, sir; that letter so states. 

Mr. PuRNELL. How did you expect to be reimbursed for any loss 
that riiight occur, if any occurred ? 

Mr. Franklin. That question is very easily answered by this: If 
the export permit had been granted at the time that it was requested 
there would have been no question of a loss, for the reason that the 
sugars would have been sold as they were purchased. 

Mr. PuRNELL. Was there anything said to you by Mr. Figg or any 
other representative of the Department of efustice that would lead 
you to believe that the Government would take care of you in case 
there was a loss sustained ? / 

Mr. Franklin. No, sir. 

Mr. PuRNELL. Nothing was said about any loss? 

Mr. Franklin. No, sir. 

Mr. McLaughlin of Michigan. How did yru and the Government 
happen to get together in the very first instance ? 

iu*. Franklin. Why, it was suggested when this sugar was found — 
when it was found that this sugar was down there we were in ike 
State Department, and it was suggested that we talk to the Depart- 
ment of Justice in connection with the transaction. 

Mr. McLaughlin of Michigan. You had gone to the State Depart- 
ment to talk about sugar from the Argentine, had you ? 

Mr. Franklin. No, sir; we had gone to the State Department in 
connection with general business pertaining to the import and ex- 
port business. 

Mr. McLaughlin of Michigan. Who first brought up the subject 
of sugar from the Argentine ? 

Mr. Franklin. I am unable to say that. It was in connection 
with a discussion in the State Department as to duties, and we were 
asking about export and import duties, and the question came up 
then. I do not know but what I may have saia that there were 
sugars in the Ai*gentine and sugars in Java, etc., and so on. They 
suge^ted that we tell the Department of Justice about it. We told 
the Department of Justice about that transaction in April, and then 
heard nothing more from it at all until May 7, at which time we wore 
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called down here to the meeting. It was about April 20, as I remem- 
ber it, when I was in Washington in connection with other matters. 
Mr. McTjAUHglin of Michigan. I was trying to get at the siutation. 
It is either one thing or the other. Perhaps you expected to get that 
sugar and make some money out of it, if the United States Grovem- 
ment would permit it and let you carry it on in a certain way, perhaps, 
in its name. On the other hand, the Government of the United 
States might have seen that situation and wished you gentlemen to 
act for the Government. 

Mr. Franklin. Ihe point is this, sir 

Mr. McLaughlin of Michigan. How did this thing start, and how 
did it develop ? 

Mr. Franklin. Well, it started exactly as I have told you. In 

April we told the Department of Justice that this sugar was there, 

because of a conversation that was had with the State Department. 

Mr. McLaughlin of Michigan. And that you would like to go into 

the deal ? 

Mr. Franklin. No, sir; that the sugar was there, and we told them 
nothing more than that. It was a g^ieral conversation, and the 
whole question was dropped from that time forward imtil May 7, 
when we were sent for to come down here to go into the transaction. 
Mr. Armstrong. I think it is pertinent to the question you have 
asked that nothing was stated about any compensation in this matter 
at all; that they went into it purely under the direction of the Depart- 
ment of Justice without any reference to compensation. 
Mr. Franklin. Quite true. 

Mr. PuRNELL. Had the Sugar Equalization Board a right to do this 
thing? 
Mr. Franklin. To enter into this transaction ? 
Mr. PuRNELL. Yes. 

Mr. Franklin. In ray jusgment, they had at that time. 
Mr. PuRNELL. Why, in your iudgment, did not the Sugar Equaliza- 
tion Board undertake the purchase of this sugar at that time? 

Mr. Franklin. It was my understanding that the President did 
not care to use the Sugar EquaUzation Board during that year. That 
is my understanding of the case. As I think Mr. Armstrong told you, 
Mr. Figg was really taking over some of the functions of the Food 
Administration — not all of them. 

Mr. PuRNELL. The board had purchased the Cuban crop the year 

before 

Mr. Armstrong. May I suggest that Judge Glasgow is very familiar 
with that, and he can tell you al^ about that. 

Mr. Franklin. We have finished now, sir, if you have no more 
questions. 

Mr. Hutchinson. When was the 1 cent a pound commission fixed ? 
At what meeting ? Did you do it in writing ? 

Mr. Franklin. It was fixed at one of the meetings when we discov- 
ered — after the time that we found the export permit could not be 
secured; that is, during the meetings which were held here in Wash- 
ington to discuss how we were going to obtain that permit. 
Mr. Hutchinson. But you have nothing in writing ? 
Mr. Franklin. We have a letter where that is mentioned in con- 
nection with other matters; yes, sir. 

The Chairman. Do you want that letter in the record ? 
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Mr. Franklin. Yes, sir. 

Mr. Hutchinson. What time was that ? 

Mr. Franklin. That was the latter part of May, before we got the 
actual permit. 

Mr. VoiGT. When you were first directed by the Artorney General's 
office to import this sugar was there then a defijiite imderstanding as 
to the terms ? 

Mr. Franklin. There was this imderstanding, that they would 
allow us a commission, which they would determme upon as a proper 
commission, and we told them, and B. H. Howell, Son & Co. told 
them, that we were willing to go into this transaction on that basis. 

Mr. VoiGT. On the basis of 1 cent a pound ? 

Mr. Franklin. No, sir; on the basis of the commission that they 
would decide was a just and proper one. 

Mr. VoiGT. Then this 1 cent a pound was an afterthought, so to 
speak ? 

Mr. Franklin. No, sir; I do not think it was an afterthought; 
it was the proposition that the Department of Justice would deter- 
mine what was the proper commission that we should receive. 

Mr. VoiGT. Then you went ahead and bought this sugar and did 
not know when you bought it just what your compensation would be ? 

Mr. Franklin. When our first orders were in we did not know 
what our actual compensation would be, but we were told that we 
would get a fair compensation in the transaction. 

Mr. VoiGT. When was the commission fixed at 1 cent ? 

Mr. Franklin. As I have answered, it was fixed at a meeting 
which we held during the latter part of May, here, in connection with 
the general transaction, and a letter was written later in which that 
commission was definitely mentioned. 

Mr. Hutchinson. Was it fixed by the Department of Justice ? 

Mr. Franklin. The Department of Justice; yes, sir. 

The Chairman. Have you a contract with the Government 
guaranteeing you against loss ? 

Mr. Franklin. No, sir. 

The Chairman. That is it. Have you a contract with the Gov- 
ernment to buy this sugar ? 

Mr. Franklin. We consider that we have a contract with the Gov- 
ernment, or at least a definite request from the Government to go 
into this transaction, sir. 

The Chairman. And so has every farmer in this country. You 
were appealed to to supply sugar. The Government appealed to 
you to supply sugar for this country, as a patriotic duty. It appealed 
to every mrmer in this country to supply food. You are on the same 
basis, as far as I can see, with the farmer. The farmers have been 
before this committee and insisted that the Government should make 
good the difference in the actual value of the wheat and what they 
received. 

Mr. Franklin. That is not really a clear statement of the situa- 
tion, sir. 

The Chairman. I want to find out. 

Mr. Franklin. I have tried to point out to you, sir— I do not 
know what contracts the farmers held, but I do know this: So far 
as I can see, no other individuals or firms have been definitely re- 
quested to go into a specific transaction to purchase a specific com- 
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modity, to bring that commodity in, to distribute to people named by 
the Department of Justice, at a commission fixed by the Department 
of Justice; and not allowed to dispose of that commodity to any firms 
or individuals except under the direction of the Department of 
Justice. 

Mr. McLaughlin of Michigan. Was that a conmiission or just a 
margin of profit that you were permitted ? 

^S. Frankun. It was an actual fixed conmiission. 

Mr. McLaughlin of Michigan. I want to ask you about the letter 
that the Department of Justice wrote that was read, into the record, 
in which it was said that you might save yourselves from loss, that 
they did not think you were going to lose anything, and they would 
give you a list of canners to whom you could sell. Now, is this a fair 
construction of that letter: This was your sugar, and it was up to 
you to sell it and get out of it the best way you could, and the}- did 
not think you were going to lose aything, and they would help you 
to find some customers, and they would give you a list of customers ? 
That was not an order to you, but just a suggestion of where you 
might dispose of your sugar ? 

Mr. Franklin. You have gotten the two letters mixed; you have 

f gotten the letter of Mslj 11 mixed with the letter of August 2. In the 
etter of May 11 there is no mention of loss or anything of the kind. 
We entered into a transaction then with the Department of Justice, 
as you will see in that letter. In the letter of August 2, in the last 
paragraph, he throws out to us the suggestion that he does not be- 
lieve that we are going to suffer a loss in this transaction, because 

Mr. McLaughlin of Michigan. And he recognizes that it is your 
sugar and Uiat it is your transaction, and in that case it would be 
your loss, and he is suggesting a means by which you may reduce 
your loss ? 

Mr. Franklin. No, sir. Do you think he is recognizing 

Mr. McLaughlin of Michigan. I am simply asking if that is not a 
fair construction of this letter. 

Mr. Franklin. I say it is not, for this reason, that he definitely 
states in that letter that we can not sell that sugar in the Argentine. 

Mr. McLaughlin of Michigan. Oh, in the Argentine, yes; that is 
on account of governmental complications. 

Mr. Franklin. All right, sir; then we are certainly not open and 
free to sell that sugar where we please, as you intimate. And further- 
more, we could not sell that sugar anywhere in this country, except 
at the commission fixed by the Department of Justice. 

Mr. McLaughlin of Michigan. Or the margin of profit ? 

The Chairman. Was the same restriction applied to every manu- 
facturer of sugar and every dealer in sugar ? 

Mr. Franklin. No, sir. 

The Chairman. They announcad the zones; they could not go 
beyond the zones ? 

Mr. Franklin. No, sir; it was not fixed on the importer. The 
importer could bring in sugars from anysvhere, and bring them in 
here and sell them at the market. 

The Chairman. But he was required to have a permit from the 
Government before he could sell? 

Mr. Franklin. No, sir; he did not have to have, from any other 
locality except the Argentine. 
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The Chaibman. We will take the regulations. 

Mr. PuBNEirL. It is your contention that as individuals you could 
have sold this dugar in the Argentine ? 

Mr. Franklin. Absolutely, sir; there is no question about it. 

Mr. PuRNELL. And the reason you could not sell it in the Argen- 
tine was because the Government owned the sugar ? 

Mr. Franklin. Yes, sir; that is absolutely the reason. 

Mr. TiNCHER. Mr. Chairman, I have a lot of questions that I 
would like to ask this gentleman, but I understand they have another 
witness that wants to get away. With the understanding that we 
may be permitted to ask this gentleman some more questions, I 
surest that the next witness proceed. 

The Chairman. Yes; thank you Mr. Franklin, we will hear you 
now, Mr. Glasgow. 

Mr. TiNCHER. There is another thing I want to get in the record 
now. I want to ask a lot of questions of that gentleman that wrote 
that letter from the Department of Justice. I am more interested 
in examining him than anybody else. 

Mr. PuRNELL. I think we are all anxious to have the gentleman 
that wrote the letter from the Department of Justice appear before 
the committee. 

STATEMENT OF MB. WILLIAM A. GLASGOW, JB., MEMBER 
TJiriTED STATES STIGAB EQUALIZATION BOABD. 

Mr. Glasgow. Mr. Chairman, Mr. Zabriskie, who was the presi- 
dent of the Sugar Board — of which I am a member and of which I 
was counsel from its origin — is here at the request, as I understand, 
of the chairman of the committee. We have no interest in this 
controversy; further than that such facts as we may have mav aid the 
committee in clarifjing this situation and getting at the rights of it. 

If you will permit me for just a minute, I will go back and review 
the situation that led up to this transaction — a transaction of which 
we knew nothing until some two or three weeks ago. We had no 
connection with it and had no knowledge of it. 

You gentlemen of this committee, whom I have had the honor of 
appearing before on one or two previous occasions, will recall the 
origin of the Sugar Board. It was a Delaware corporation, organ- 
ized for a definite and specific purpose. The handlmg of the sugar 
situation in the years 1917, 1918, and 1919 had been entirely under 
the Food Administration, for which I was counsel at the time of its 
dissolution, and we determined to handle it in a little different way. 
Therefore we organized this United States Sugar EquaUzation Board, 
under the laws of Delaware, and got the President, out of the appro- 
priation which you gentlemen had given him, not specifically for 
the Food Administration but under a supplemental oill that was 
passed — we got him to subscribe to the stock of that company its 
entire capital stock in the amount of $5,000,000. 

The Sugar Board, while it and its administrative and executive 
oflicers were connected with the Food Administration, was a separate 
and distinct entity from the Food Administration and oi^anized 
for the purpose of purchasing the Cuban crop in 1919. The entire 
crop was bought by the Sugar Equalization Board, at the same 



SXTGAB. 25 

time selling one-third of it to Great Britain for the use of the Allies, 
at a price of $5.50 in Cuba. ^ 

Mr. McKiNLEY. That was in Juljr, 191S, was it? 

Mr. Glasgow. My recollection is that the contract was a little 
later than that — about October 24 is ray recollection of the date of 
the contract. 

Mr. McKiNLEY. But it was in 1918 ? 

Mr. Glasgow. Yes, sir. Negotiations had been going on, how- 
ever, during the whole of that summer with the Cubans, and we 
finally got ttie price down to $5.50. There was a great deal of con- 
troversy as to what the price should be. 

It is not necessary for me to review the work of the Sugar Board 
in 1919. We felt some satisfaction in having maintained the price 
of sugar at a uniform price during the year 1919 — ^retailing some- 
where in the neighborhood of lOJ cents. 

As a result of that transaction there was accmnulated in the 
treasury of the Sugar Board — some people speak of it as a profit to 
the board, but we rather feel it is more accurately spoken of as a 
saving that we made which would otherwise have gone to the Cuban 
producer or the intermediate dealer; we saved about $39,000,000, 
at the rate of thirty-eight one-hundredths of a cent a pound, the 
diflFerence between the purchase price and the -price to tne refiners. 
On that amount the Sugar Board in the last six weeks has declared 
a dividend of $30,000,000, which has gone into the Treasury of the 
United States. We still have in the Treasury somewhere in the 
neighborhood of $10,000,000, which we are reserving to meet the 
liquidating of liabilities and some suits against us. We have to 
meet some liabilities of a minor character, and the remainder of it 
will go into the Treasury of the United States, the Government 
being the entire stockholder. 

Now, on December 31, 1919, the McNary bill was passed by Con- 
gress. You gentlemen are familiar with the recommendations of 
the board as to handling the crop of 1920. The board, although it 
was desirous of winding up, suggested that they would handle the 
crop of 1920 if Congress directed it. The McNary bill was passed, 
giving the President the option of using the Sugar Board throughout 
1920 if he saw proper to do so. But the President notified us in 
January, 1920, that he would not exercise the option which the 
McNary bill gave him, and that matter and the powers of the Food 
Admimstration were turned over to the Department of Justice. The 
Sugar Board then notified the President that under those circum- 
stances it was ready to liquidate, and would proceed to liquidate 
when advised by him that that met with his approval, and during 
the year 1920 we had nothing whatever to do with the handling of 
the sugar situation in the United States, and were engaged in winding 
up our affairs, getting ready to liquidate and to pay into the Treasury 
this money. 

Mr. McLaughlin of Michigan. You speak of turning the matter 
over to the Department of Justice. Did you turn over to them, or 
was that turned over to the Department of Justice for the purpose 
of enabling it to continue to function as you had been functioning, 
or merely for the purpose of winding up its business ? 
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Mr. Glasgow. Well, sir, they did not turn over the Sugar Board; 
it was the powers of the Food Administrator. The Department of 
Justice was authorized under proper authority — ^the President 
authorized the Department of Justice to exercise the powers of the 
Food Administration. 

Mr. McLaughlin of Michigan. The Food Administration ? I 
thought you said the Sugar Board, 

Mr. Glasgow. Not the Sugar Board. Nobody could do that, 
you see. We were a board created under the laws of the State of 
Delaware, a separate corporation with a board of directors. 

The Chairman. Then the power that the Department of Justice 
had was simply the power granted it under the Lever Act ? 

Mr. Glasgow. That is correct, sir. 

Mr. VoiGT. Your corporation was formed under the Lever Act? 

Mr. Glasgow. No, sir; not under the Lever Act. It was formed 
\ under the laws of the State of Delaware; it was a separate cor- 
poration which could have been organized whether there had been 
any Levet* Act or not. The President subscribed to our stock 
$5,000,000, and that provided the capital iipon which a commercial 
corporation, organized under the laws of Delaware, purchased the 
sugar crop. 

Mr. VoiGT, By what authority did the President organize this 
corporation ? 

Mr. Glasgow. Well, he had the right to use the money which 
you gentlemen had given him in any way that he saw proper. 

Mr. McLaughlin of Michigan. But the Lever Act authorized him 
to use any agency which he thought best ? 

Mr. Glasgow. Such agencies as he saw proper, and he created 
this agency. 

Mr. VoiGT. Then his power was derived from the Lever Act ? 

Mr. Glasgow. Except that this Sugar Board could have been 
created whether there had been any Lever Act or not. Of course 
we could not have got any money from the President imless Con- 
gress had authorized it; and when the Lever Act gave the President 
the right to use any agencies that he might see proper he directed 
the organization of the Sugar Board. 

Mr. VOIGT. What I am getting at is this. Did not he use the 
power that he had under tne Lever Act; was it not his idea that 
pursuant to that power he would incorporate the Sugar Board ? 

Mr. Glasgow. I think that was his idea. I think his idea was 
that he had the power to use any agency, and therefore he directed 
us to organize the Sugar Board. 

Mr. VoiGT. And he did so under the power granted by the Lever 
Act. 

Mr. Glasgow. I think he did. The thing went along, and we 
were proceeding to liquidate when, a few weeks ago, the question 
was presented to us — ^just the facts pretty much as they have been 
presented here roughly. Our board took the position that they 
hardly saw that they had any authority to use tne fimds that they 
had under their control without direction from Congress to do so 
and assume this loss or assume this contract. Mr. 2abriskie then 
asked me to come down to Washington to investigate through the 
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State Department and through the Department of Justice what the 
facts were in connection with this matter. 

I came down. The Attomev General appeared before om* board 
and he took the position that tne board ought to take over the trans- 
action — the 14,000 tons that had been purchased in the Argentine. 
He argued at great length and with great earnestness, and our board 
was divided. He said that the President, under his advice, would 
direct the board to take over this transaction which had been made 
at the instance of the Department of Justice. 

Our board were divided. A lot of them were in favor of the 
President's directing it to be done, to take it over. I was one of 
those who felt that it could not be done, and so advised the Attorney 
General. The board advised him that they thought the President 
had better not ask the board to take over this transaction. 

My thought in connection with it was that the board did not have 
authority, because the only authority given to the President then, 
outside of the Lever Act, was the McNary Act, which authorized the 
President to use his Sugar Board to seciu'e an adequate supply of 
sugar at a reasonable price. We took the position that that was not 
the purpose, considering that it was offered to us on the 26th of De- 
cemter, six days before the expiration of the time when the Sugar 
Board could function under the McNary Act. 

I examined into the matter. I came down here and got the 
State Department's files. I got them to send them over to the 
hotel Simday night, and went over them carefully in preparation for 
consideration of it before the board and I found this situation. 

There is a pertinent question, Mr. Chairman, which you have 
asked here and which I think ought to be answered by me. Coimsel 
for these gentlemen was asked the question whether they had any 
contract with the Government, and it is an embarrassing question 
for him to answer, because there are certain facts on which he might 
construe it to be a contract — an implied or an express contract — 
and if he has a contract he ought to have the right to rely upon it 
hereafter. 

I have no such embarrassment. In my judgment there is no 
contract in the commercial sense of an enforceable contract at law 
against the Government. There is a situation which I think this 
committee ought to consider with great care in reaching its conclusions . 

We found that whether they had been invited by the Department 
of Justice or whether they had brought the matter to the attention 
of the Department of Justice that sugar could bo obtained, the 
Department of Justice and the Department of vStato asked these gen- 
tlemen to take up the question of getting sugar into this country at 
this time, in April and May, 1920. The price then was from 25 to 
27 cents, probably, at retail. The price at which it could be pur- 
chased in the Argentine was 13.6 cents, on an average — between 13 
and 14 cents. The price at which it could be sold in the United States 
at that time, based upon the cost plus insurance, freight, storage, 
and the commission of 1 cent a pound to each of these agencies that 
the Government proposed to use, would be 21.6 cents. 

Whether that was an effort that the Sugar Board would have 
undertaken I do not desire to offer any opinion. The greatest hope 
they had was to reduce the price to somewhere in the neighborhood 
of 22 cents, if they could break it. But anyhow they asked these 
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gentlemen to do it, and they agreed to do it, and the board found 
and were unanimously of the opinion that the profit that these gen- 
tlemen were to make out of the transaction of 1 cent a pound was a 
very moderate profit, and it was the maximum that they could make. 
There was not any possibility of their getting more. It was very 
moderate, in consideration of the fact that they had to raise $6,000,000 
to buy it, and they did it. 

Now, at that time, as far as I could see, there was not any question 
about any loss. The Government officials, the Department of Jus- 
tice, the Department of State, or these gentlemen — it never entered 
their heads that there was going to be any loss in connection with 
this transaction. Sugar was 4 or 5 or 6 cents above what they could 
sell it for when they got it here and come out even. 

According to the State Department's files, they were informed that 
the State Department would secure, and afterwards were informed 
that the State Department had secured, a permit to bring it out of 
the Argentine, ana the State Department gave them that assurance, 
as far as I could gather, upon the verbal statement in Argentina to 
the ambassador from our country — the verbal statement of an under- 
secretary of the foreign office of Argentina. But when the secretary 
of foreign affairs down there, or the like officer, foimd out about it 
he repudiated that verbal statement of his undersecretary and that 
left tnese gentlemen with the purchase of those 14,000 tons in a 
position where they could not send it out of Argentina. 

Mr. McLaughlin of Michigan. They bought it between the time 
they were informed the embargo would be removed and the time 
they learned the secretary down there had repudiated that state- 
ment? 

Mr. Glasgow. That is my information, sir. 

Now, it took about six weeks before they could get that embargo 
lifted. The negotiations of our State Department— and I saw one 
cable there from our Secretary of State to the Argentine Govern- 
ment, or to our embassador to be handed to the Argentine Govern- 
ment, saying, '^The Department c/f Justice has selected the American 
Trading Co. as purchasing agenf — they notified the Government 
down il ArgentiL that tlis Wing corWation had been selected 
by the Department of Justice as piu*chasing agent for this transac- 
tion. And then at the end of six weeks, when the embargo had got 
relieved and these gentlemen could bring their sugar up here, you 
will remember — I have no official information about it, but I remem- 
ber there were advertisements in the papers at that time, or the news, 
that there was 100,000 tons of sugar in Argentina coming up here, and 
I have not the slig;htest doubt that the fact that it was coming or 
that some part of it was coming, helped to reduce the price in the 
United States. That was the first time that there was any contem- 

{)lation by anybody connected with this that there was a possible 
OSS that might arise in connection with it. 

Then I find in the files of the State Department and the Depart- 
ment of Justice that these gentlemen went to the Department of 
Justice and said to them, '^Now, we can save ourselves on this; we 
can save the whole situation. It is not necessary to bring this sugar 
in here now, because conditions have dropped doMm to the point 
that we could not bring them down any further by bringing this 
sugar in. You can probably buy sugar to-day at what we would 
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have to «eU it for when we bring it in now. Now, we cm save this 
transaction if you will just let us sell on the market in Argentina and 
get rid of it.'' And the Department of Justice took it up with the 
State Department. 

Mr. McLaughun of Michigan. You have used two expressions 
there. In one place vou said that these gentlemen went to the 
department and said, We can save ourselves.'' 

Mr. Glasgow. I mean "save the whole transaction." 

Mr. McLAtrGHUN of Michigan. And in another place y ou say 
/^you can save the transaction." 

Mr. Glasgow. That is what I mean — to save the whole situation. 

Mr. McLaughlin of Michigan. The difference may be material. 

Mr. Glasgow. When I say " save ourselves " I mean the loss which 
they are now confronting to-day. I do not mean to interpret that 
any further, because, as I see it, these gentlemen are the people who 
would have been saved — this trading corporation and Howell & Son. 

Mr. PuRNELL. At any rate, they are carrying the loss now ? 

Mr. Glasgow. Yes. Now, the Department of Justice took it up 
with the State Department. The State Department said, ''We got 
the consent of the Argentine Government to the purchase and export 
of this sugar, and we can not go down there and sell this sugar, or 
allow you to go back down there and profit upon the fact that the 
opportunity for export has raised the price in Argentina; the Argen- 
tine Government will not stand for it, and it will create friction, 
and therefore we won't permit you to sell it." 

Mark you gentlemen the export modification of the Argentine 
Government was issued in the name of the United States on this 
sugar and the whole transaction is mixed up in such a way that I 
thmk almost any jury would determine on the facts that these people 
were an agency selected by Figg. My point in declining to assume 
this was the question of the authority of Figg to commit the Govern- 
ment on such an agency. 

Now they declined to permit them to save themselves — ^I put it 
in the sense that I did just now — ^bj; selling out in Argentina. Then 
the Government afterwards offered it to the Argentine Government 
and the Argentine Government declined to take it and they had to 
bring the whole 14 000 tons to the United States. They were enabled 
to sell about 5,000 tons of it at the price of 21.60 which brought them 
out on the transaction if they collect the money on that from the 
people to whom they sold leaving about 9,000 tons yet to be disposed 
of upon which they now upon the market, estimate aloss of $1 ,500,000. 
We nave reason to think that the loss will exceed that; we think we 
had better consider the maximum as probably $2,500,000 loss on the 
whole transaction that these gentlemen have to put up. 

The -unanimous opinion of the board was that by reason of the 
falling down on the part of the State Department and the Department 
of Justice in this transaction these gentlemen have been very hardly 
dealt with in having to assume this loss and the board unanimously 
felt that as between man and a man in a transaction of this kind the 
equities were all with these gentlemen to be saved from this loss if it 
could properly be done. And if you gentlemen determine or Congress 
determines that the equities and rights between them are as I 
suggest and direct the Sugar Board to take over the transaction we 
will take it over and we will work it out at the least loss we cwi and 
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we will stand the loss instead of having these gentlemen bear it 
which under the circumstances the board thought would be very 
inequitable and very harsh. 

Mr. PuBNELL. Would the board be in anv better position to decrease 
that loss than these gentlemen as individuals ? 

Mr. Glasgow. No sir; I think not. 

Mr. PuRNELL. You have no facilities that they have not ? 

Mr. Glasgow. No. As far as I can imderstand these 14,000 tons 
of sugar will have to be re-refined in the United States because it is 
not up to the standard of American refined sugar and it will probably 
cost half a cent to refine it again. Then^ we will have to sell it on the 
market taking the loss as it may come along. 

Now, I was asked by Senator Gronna, when we appeared before the 
Senate conunittee, if there was any precedent for this transaction. In 
my opinion it is very clear that there is not. I do not think they can 
find, throughout the four years that we have been engaged in Govern- 
ment dealings one way and another, a situation or condition where 
the equities are the same. There is no trade or business that the 
Government asks to bring in a commodity where the Government 
has limited them absolutely after they got it here as to the amount 
they could sell it for and would not permit them to sell it except to 
the people that tiie Government might dictate. I do not know oi any 
occasion when people brought in thmgs at the request of the Govern- 
ment and found they were going to make a loss and asked to be per- 
mitted to sell the commodity in the countrv from which it was bought, 
and the Government absolutely prohibited, them from doing so. I do 
not know of any case where the Government fell down on getting a 
permit where it assured the person implicitly that the permit would be 
granted. 

Now, I have great sympathy, Mr. Chairman, with the suggestion 
in your question awhile ago about the wheat. I was bom in the 
country and know all about it. 

The Chairman. I merely used that as an illustration. 

Mr. Glasgow. I do not think it fits the case, because there was no 
binding up of the fund to prevent the farmer at any time from trying 
to save himself. 

The Ceeairman. Yes, but the Government controlled the price. 

Mr. Glasgow. I am talking about imder the law. I do not know 
of any limitation under the law upon the amount he could sell it for 
if he could find a purchaser. 

The Chairman. You are more familiar with it than I am. 

Mr. Glasgow. If you had a couple hundred bushels of wheat and 
a man offered you $4 for it ; the guaranteed price by Congress was 
$2.26 at Chicago; but I do not know of any rule, regulation, or law 
which prevented you from taking $4 for that if you could get it. 

Mr. TiNCHER. I will tell you the regulation that prevented that, 
if you will permit me. Before you could buy wheat vou had to have 
this license, and under Mr. Barneses orders if you paid more than that 
or was tendered more than his regulation covering it^ and he fixed the 
price, your license was canceled right then. 

Mr. Glasgow. You did not quite catch my point. It does not 
answer my point for this reason: I am talking about the policy. You 
say he was under license. I am talking about the farmer who had 
w&eat to sell. 
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Mr. TiNCHER. He had to sell it to somebody who wanted to buy it. 

Mr. Glasgow. I said if he could find somebody who was willing to 
pay him $4. 

Mr. TiNCHER. Oh, yes. But he had to find a buyer. 

Mr. Glasgow. Suppose I wanted to buy it — or tnat he could find 
some one who would pay him $4, and he could save him a lot, the 
Government did not say he should not do that. 

I am not seeking to justify the Government's attitude toward 
wheat. Listen to me a moment. I am not trying to controvert 
your proposition about the Government control of wheat. But I 
do not thmk that illustrates this situation. 

Mr. TiNCHER. Maybe we can get my wheat bill put on your bill 
as an amendment. 

Mr. Glasgow. I have no objection. 

The Chairman. I did not bring up the question with a view of 
criticizing the Government, but my understanding is that they dealt 
with the sugar dealers exactly as thev did with the farmers. 

Mr. Glasgow. They did, as a usual thing. 

The Chairman. If the farmer did not sell it, they would send a 
wagon out to the farm and get it. 

Mr. Glasgow. Thev had some authority under the food act. 

The Chairman. Whv should we differentiate between the fanner 
and the importer ? The farmer put his money into the production 
of wheat. He was urged to supply wheat for food, ana the sugar 
people were urged to supply sugar. 

^ Mr. Glasgow. The question in my mind is that there is an obli- 
gation, but as in this case, there^was an actual, absolute forbidding 
of these people to sell at a price l^hat would bring them out at cost; 
that in the other case there was not. That is my only suggestion. 

Mr. TiNCHER. I concede that the best conduct of the departments 
would bankrupt these gentlemen. 

Mr. Glasgow. Call it by a little different name. 

Mr. TiNCHER. Would bankrupt these people unless Congress takes 
action, and Congress should take action to prevent bankruptcy by 
these very worthj gentlemen engaged in importing. Have you ever 
tried to draw a picture of the thousands and hundreds of thousands of 
the legitimate business men that the conduct of these departments 
have bankrupted ? They would not hope to have action on the part 
of Congress to remedy their condition. 

Mr. Glasgow. I am not here to undertake to defend any depart- 
ment of the Government, executive, judicial, or legislative. 1 am 
not here for that purpose. 

The Chairman. We had a referendum on that. 

Mr. Glasgow. But I think you are mistaken a little bit about 
there being hundreds of thousands of bankrupts due to the conduct 
of these departments. 

Mr. TiNCHER. I think the Treasury bankrupted more people in 
the last six or eight months than the Department of State or the 
Department of Justice. 

Mr. Glasgow. I think people are hard up^ but I do not think there 
are nianv bankrupts. 

Mr. l!iNCH£R. 1 think there are. In the various industries, I 
think there are more bankrupts than ever in any period of the hisr 
tory of the United States. 
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Mr. Glasgow. I just want to make this clear, however: So far as 
this board is concerned, we have not anything to say except that 
personally we would be glad to wind up our anairs and get out; if 
you gentlemen think it is proper for the director to carry out this 
thing, we are ready to do it, and the board unanimously feels — and 
I am not talking aoout whether there are other people that are hurt 
through the country or not — these gentlemen have been dealt with 
very ladly, and /it wa« a transaction between man and man I 
would feel that I would not do right to leave another fellow with the 
bag to hold. 

The Chairman. I understand you to state that so far as the Sugar 
Equalization Board is concerned, that no obligation has been 
incurred ? 

Mr. Glasgow. None, sir. 

The Chairman. And that there is. no legal obligation anywhere, 
though there may be a moral obligation ? 

Mr. Glasgow. That is my judgment. I would not want to com- 
mit anybody else to that. 

The Chairman. You are more familiar, I think, with the Food 
Administration than any other man. 

Mr. Glasgow. However that may be, that is my judgment. 

The Chairman. We are to understand there is no legal obligation, 
but a possible moral obligation, and according to my understanding 
the moral obligation would be exactly the same to these people as to 
any other. 

I also understand that a munber of claimants have had their 
claims adjudicated where there we^ no specijfic contracts. 

Mr. Glasgow. Mr. Chairman, wul you just allow me one minute ? 
Do not let us talk so much as a witness and questioner as we have 
been. I can not go and say that while these people have made a 
loss, evidently a great many other people have made it under similar 
circumstances, and I will tell you why: I just want to see if you will 
not modify that imder this suggestion. It is true that the Fo»d 
Adninistration asked everybody to stimulate production as much as 
possible, as a patriotic duty, and they did it. But I do not know of 
any case where the Food Administration tied people up and pre- 
vented them saving themselves in the market by not letting tnem 
dispose of their conmiodity. 

Mr. McLaughlin of Michigan. I beg pardon, Mr. Glasgow, but the 
farmers of America were asked to increase their production, and the 
millers were under license, and if a miller paid a farmer more than 
the guaranteed price he was subject to a mie and wm in danger of 
having his license taken away from him. 

Mr. Glasgow. That is quite true. 

Mr. McLaughlin of Michigan. So that while you do not forbi I 
the farmer, if you removed the opportunity, what could he do ? 

Mr. Glasgow. You took his market away? 

Mr. McLaughlin of Michigan. Yes. 

Mr. Glasgow. But you omy took his market away — you took his 
general market away, but you lumished him under the act of Congress 
with a market for $2.26. It was contemplated by Congress that that 
was sufficient not only to save him from loss, but to make a reasonable 
profit for him. That was the view of Congress when they passed the 
guarantee. You do take away — if your construction of the rules 
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issued by Mr. Barnes are correct, and I think there is a great deal of 
strength in that — to sell at his own price, because you eliminate the 
purchaser. You did do that. But you did couple the taking of it 
away from him with what I believe to be a guaranty that he should 
not lose. Is not that a fair interpretation of that situation, that 
while you took away the market at which he could sell at his own 
price and the profit he could make, through Mr. Barnes's action you 
did furnish him a market with a draft on tne Treasury for an amount 
presumed to cover the cost and a projfit — $2.26. 

Mr. TiNCHER. That will apply to wheat, but would you like me to 
give you a concrete illustration ? 

Mr. Glasgow. Yes. 

Mr. TiNCHER. That same fall came and the Food Administration 
persuaded every man in the hog business to raise hogs. They fixed 
a price which was absolutely destructive of the industry, and they 
lost money on that propositit)n. 

Mr. Glasgow. You are touching me on a pretty tender place, 
because I know all about that. I know that as a representative of 
the Food Administration I fought down here to the ditch to keep up 
the guaranty on hogs until the spring of 1919 crop of hogs were at 
an end, and they cut it oflF on the groimd that we had gone to' Europe 
and gotten the orders in order to Keep up this guaranty to 17^ and 
18i, and it was through the Food Administration that there was any 
guaranty at all to the hog producer, and it was fixed at that figure 
between the representatives of the hog producers and the Food 
Administration, by which we agreed to use every effort in bringing 
orders from Europe to maintain hogs at that price. 

Now, my dear sir, the Food Administration never fixed a price on 
hogs; it never made a guaranty on hogs, and it is in writing, and it has 
been filed before this committee; and I took the care to go over it 
step by step. What the Food Administration told the hog producers 
was, ^'We will endeavor in every way we can to get orders from 
Europe for hogs that will keep the price at 18^ cents. ^' 

The Chairma:^. Corn was only worth about $2.05 at that time. 

Mr. Glasgow. I can not recall, but it figured about 13 to 1, the 
price we endeavored to keep it at, 18^ cents. 

You will see that I laid down the record step by step, because I 
wanted to protect the Food Administration in the future from any 
criticism of its dealing with the hog situation. I did over in the 
Senate Committee on Agriculture and I did it here, and you have it 
in vour record. 

But I want to get back to answer your question. 

Mr. McLaughlin of Michigan. I asked you about the Department 
of Justice taking over the Food Administration. Now I will ask you 
about the Department of Justice taking over the Sugar Equalization 
Board, and try to find out how it happened that the Department of 
Justice was making these deals or assuming to handle these things ? 

Mr. Glasgow. I can answer that. The Department of Justice 
never took over the Sugar Equalization Board. They had nothing 
to do with that at all. But the President did direct the Department 
ot Justice, under authority he had from Congress. 

Mr. McLaughlin of Michigan. Is that in writing? 

31327—21 3 
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Mr. Glasgow. I say the authority was by act of Congress, which 
gave the President the right to direct the Department of Justice to 
assume the duties of the Food Administration; and that is in writing 
from the President to the Department of Justice: and the Department 
of Justice having been designated by the President under authority 
of law to assume the duties of the Food Administration, and sugar 
was one of the necessities and therefore came under his jurisdiction 
under that authority, but he had nothing to do with sugar. 

Mr. McKiNLEY. Why could he do it by running the sugar board ? 

Mr. Glasgow. If you want me to answer that, I would say, '' Why, 
he could not.'' That is what we think. [Laughter.] 

Mr. TiNCHER. As a member of the Sugar Equalization Board and 
as counsel for it, you understood all durmg the summer that it was 
Congress's idea for the Sugar Equalization Board to function, and the 

Sassage of the law in December was taken by the Sugar Equalization 
oara as an indication by Congress that it was the idea of Congress 
for the Sugar Equalization Board to continue to function ? 

Mr. Glasgow. If you will let me tell you the real truth about that 
thing, I think the President fell down in not telling us to go on, and 
I thmk the real truth is that Congress side-stepped it too, to let the 
President, if he wanted to do so, airect the sugar board to function 
Is not that a fact ? 

Mr. TiNCHER. No, it was not, so far as I was concerned. 

Mr. Glasgow. I read the act and I was very much opposed to it, 
because I thought that Congress ought to have directea the sugar 
board to go on. 

Mr. McLaughlin of Michigan. That direction to the President was 
a request or suggestion. In passing laws or resolutions, we direct 
and order some of the officials to do so, but we never order the 
President to do anything; we simply suggest to him, and give him 
authority to do it. 

Mr. Glasgow. That was what we wanted you to do; the sugar 
board wanted you to direct the sugar board. 

Mr. McKjnley. I move that we adjourn until 10 o'clock to- 
morrow morning. 

Mr. Glasgow. I want to finish, and it will not take me a minute, 
if you will just let me have it. 

1 just want to say one thing, if you will allow me to get through: 
We have no interest in this, but in my judgment, after an investiga- 
tion of it, a very grave wrong will be done these people. I know 
Mr. Post, and no man gave more patriotic service in nandling the 
sugar service in 1919. I did not know Mr. Franklin until this matter 
came up, but everything I hear about his character and everything 
is all good; and I do not want you gentlemen to consider this in the 
light of the facts before you, because as between man and man it 
would be a pretty hard deal that these fellows had. 

The Chairman. I appreciate that. 

Mr. Glasgow. I do not want, this to be a precedent for anything 
else. 

The Chairman. In your opinion, the Attorney General or the 
President have authority to purchase this sugar ? 

Mr. Glasgow. Yes, sir; at the time this transaction took place 
the President could have, by ordering the sugar board to do it, 
purchased that sugar. 
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The Chairman. But could he have ordered the Department of 
Justice to do it ? 

Mr. Glasgow. I think that is very doubtful, a technical question, 
as to whether he could. 

The Chairman., The fact is that when the Department of Justice 
or the State Department had the authority to purchase it 

Mr. Glasgow (interposing). I think it doubtful, to say the least. 

The Chairman. The Food Administration and the Department of 
Justice had the authority to regulate the profit but did not have 
the authority to purchase it ? 

Mr. Glasgow. I doubt whether they had, but I think these gen- 
tlemen who went into this transaction believed that the Department 
of Justice had the power to direct. 

The Chairman. The situation is this: The Sugar Equilization 
Board had no knowledge of it, and there was no obligation incurred, 
but it is now suggested to buy this sugar at*13.6, is it not? 

Mr. Glasgow. Yes. 

The Chairman. Which would incur a loss to the Government ? 

Mr. Glasgow. Mr. Chairman, there is just this to be said about 
it: We have always felt it was a fund for the purpose of getting 
sugar to the people at the least price we could; lor instance, when 
the question came in the hearing of the Louisiana sugar and they 
were urging not to continue the .sugar board, because they had to 
have 15 cents for the sugar or they would go bankrupt. 

Mr. Zabriskie and myself said to the two Senators from Louisiana, 
who were there, "How much is your sugar crop?'^ And they said, 
'125,000 tons — ^half a crop.'' We said to tnem, for the sugar* 
board, "We have got the monev. We will buy your entire crop at 
15 cents, and we will sell it back to the people oi the United States 
at 11 cents retail. It will cost us $2,000,000, but we had better do 
that than to let that price of the Louisiana crop regulate sugar." 
We took that fund for that purpose. 

The gentlemen's purpose in bringing in that sugar was to reduce 
the price of sugar to the people of the United States. You gentle- 
men, it seems to me, could very well take the view that the crop we 
have on hand could be used for that purpose ; that it is more equit- 
able by our paying it and distributing it over the whole 100,000,000 
population of tne United States rather than Mr. Post's company and 
this Franklin company to bear the whole loss. 

Mr. McLaughlin of Michigan. There was a resolution of Con- 
gress requesting the President to direct the sugar board to purchase 
the Cuban sugar crop, and he did not see fit to exercise that authority. 
This resolution is in the same form. We did not direct the Presi- 
dent; we gave him authority and asked liim to do it. Will we fall 
down in this resolution as we did on the other one ? 

The Chairman. You have given us a fair and candid statement, and 
ve are very grateful to you. 

(Thereupon at 12.20 o'clock p. m., the committee adjourned to 
meet to-morrow, Wednesday, at 10 o'clock a. m.) 
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Committee on Agriculture, 

House of Representatives, 

Friday, January 21, 1921, 

The committee met at 10.30 o'clock a. m., pursuant to adjourn- 
ment, Hon. Gilbert N. Haugen (chairman) presiding. 

The Chairman. The committee has been called together this 
morning to further consider House joint resolution 444, authorizing 
the President to require the United States Sugar Equalization Board 
to take over and dispose of 13,902 tons of sugar imported from the 
Argentine Republic. 

We have with us the Attorney General. We will be pleased to hear 
from you, General Palmer. 

STATEMENT OF HON. A. MITCHELL PALMER, ATTORNEY 

GENERAL OF THE UNITED STATES. 

The Attorney General. Mr. Chairman and gentlemen of the 
committee, I understand that you have already had a hearing upon 
this resolution, and I assume that the facts of tlxis matter are f amiUar 
to jou. I do not know just what part of them I should pVesent, but 
I will endeavor to state the connection of the Department of eTustice 
with the transaction whioh has led up to the introduction of this joint 
resolution. 

I have not read the resolution, but I understand it to be in the same 
form as the Senate resolution introduced by Senator Wadsworth. I 
have seen that. 

Mr. Chairman, in the spring of 1920, when there was considerable 
stress in the sugar situation in this .country, and the retail price of 
sugar had in many sections reached as higli as 30 cents a pound, the 
Department of Justice was making a strenuous effort to relieve the 
people from that condition, both by enforcement of the criminal sec- 
tion of the Lever Food Control Act, and by various other methods, 
acting imder our general designation of authority by the President, 
who had transferred to the Attorney General the then remaining 
powers of the Food Administration. 

We organized in the Department of Justice a bureau known as the 
High Cost of Living Bureau, whose duty it was to combat the high 
cost of living in all the necessaries of life in every way that could be 
done under the law. 

At that time information was brought to the Department of Justice 
that there was a very large quantity of sugar in the Argentine Re- 
public, which might be imported into this country at a price which 
would be considerably below the then prevailing market prices here: 
and the effect of which might be — ^arid it was hoped it would be — a 
decrease in the price of sugar generally in the United States. 

That matter was, I think, brought to the attention of Mr. Figg of 
the Department of Justice, who had chaise of that end of the business, 
by a representative of the American Trading Corporation. At first 
it was not considered seriously, but a little later, when the situation 
seemed to be getting worse instead of better, it was taken up by our 
department, and the matter was so proceeded in that the American 
Trading Corporation and B. H. Howell, Son & Co. were, in eflFeot, 
asked by the Department of Justice to make arrangements for the 
importation of this Argentine sugar into the United States, and for 
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the distribution of the sugar amongst the consumers in this country, 
under the rules laid down by the department, assiiiing a distribution 
of the sugar only to the essential inaustries. 

The State Department, of course, handled the detail of getting the 
sugar out of the Argentine and into this country; with that, the 
Department of Justice had nothing to do. 

The plan was for this sugar to be imported here and sold and dis- 
tributed by these two agencies at a profit of 1 cent a pound, their 
profit being restricted to that, which was the regularly recognized 
profit in the sugar trade at the time. 

Fourteen thousand tons of such sugar, or thereabouts, was imported 
under this arrangement. But, unfortunately, on account of some 
internal difficulties in the Argentine, relating to the lifting of the 
embargo against the exportation of sugar, it did not come out of the 
Argentine as promptly as we had hoped and as it had been planned. 
There was several months delay, and when the sugar finally aid come 
to this country, the market had broken and the parties were able to 
dispose of onty about 5,000 tons, leaving still on their hands, as I 
unaerstand, aoout 9,000 tons of this Argentine sugar. 

That is the situation and that is exactly what happened, without 
going into the details of the correspondence between the Department 
of Justice and these gentlemen, and between the State Department 
and the Argentine authorities, all of which I think has been laid before 
you, or which will be if it has not been laid before you. 

When the price of sugar went down so considerably that these 
gentlemen found this sugar on their hands, they asked 'the Depart- 
ment of Justice if there could be any relief in the matter. There was, 
of course, nothing that the department could do relieving them, but 
it was suggested that the Sugar Equalization Board might take over 
this transaction and adopt it as if it had been originally entered into 
by them; and that proposition was put up to the Sugar Equalization 
Board in the late part of December, 1920. 

They thought that they were without power and authority to com- 
plete the transaction, and they questioned even if they could do so 
if the President directed them to do so, though it was very strongly 
pressed on the Sugar Equalization Board that under the McNary Act, 
which gave the President the right to exercise his control over the 
Sugar Equalization Board in such manner as to authorize and require 
them to adopt and carr}^ out until December 31, 1920, plans and 
methods of securing, if found necessary for the public good, an 
adequate supply and an equitable distiibution of sugar at a fair and 
reasonable price to the people of the United States; that it was 
lawful and might be proper for the President to make that direction 
upon the Sugar Equalization Board to adopt this plan as the plan 
originally devised by him and to carry it through even if it resulted in 
a loss to the Sugar Equalization Board. 

But, as I say, the board was unwilling to assume that responsibility, 
and I WQuld not say that that decision was without justification, 
because, as it developed, they knew nothing about it at the time the 
plan was entered into; they had nothing to do with it until nearly its 
termination, and they believe the}^ ought not to shoulder it without 
legislative authority. 

Now, the question is whether the Government should relieve these 
people; whether under these circumstances the Sugar Equalization 
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Board should be directed, or the President authorized to direct, the 
Sugar Equalization Board, to take over this transaction. I have no 
hesitation in saying, Mr. Chairman, I think this resolution is entirely 
proper; that it ought to pass; that it is absolutely just and fair to 
these parties who desire to cooperate with the Government for the 
relief of a very serious situation in the countr}^. I think so for several 
reasons. In the first place, the plan which was inaugurated was a 
perfectly proper one and a lawful one under the law. The President 
had the right, under the Lever Act, section 2, which gave him very 
large powers with respect to the securing of a supply and the control 
of the distribution of all the necessaries of life, to enter into any vol- 
untary arrangements or agreements to create and use any agency or 
agencies, to accept the services of any person without compensation, 
to cooperate with any agency or person, to utilize any department or 
agency of the Government, and to coordinate their activities so as to 
avoid any preventable loss or duplication of efforts or funds. 

It might be asked why the Sugar Equalization Board did not 
handle this thing from the beginning Oi course, the answer lies in 
section 2 of the Lever Control Act. The President could designate 
any agency that he desired for this purpose; indeed, the Sugar Equal- 
ization Board itself is a mere agency of the President autnorized to 
be created under this section, and was created by him by means of 
an Executive order, under which it was incorporated as an agency 
for the purpose of carrying this law into effect. He chose to give 
certain powers to the Department of Justice, and the Department of 
Justice did not hand this over to the Sugar Equalization Board, did 
not take it up with them at the time, because nobody contemplated 
that under any possibility there could be a loss to anybody m this 
matter. It was all done for the purpose of resulting in a gam to the 
American people in a less price of sugar, and if there had not been 
obstacles thrown in the way of carrying out this plan by the Argen- 
tine Government failing to allow it to be exported, there would haye 
been no loss; if the sugar had come to this country promptly these 

Eeople would have been able to distribute it at a price which would 
ave been very much below the then prevailing market, and still 
have made 1 cent a pound profit to themselves, so that nobody could 
suffer by it; and it did not seem to be necessary to turn it over to the 
Sugar Equalization Board which had capital to handle this kind of a 
transaction. 

1 say it was a lawful plan, therefore, and a proper plan. I say 
also that it was a beneficial plan to the people of the countr^r, and 
they get the benefit by it. At the time this proposed importation of 
Argentine sugar was on foot, it got into the newspapers and a great 
deal of publicity was given to it; and like almost all other news of 
that character, it suffered not at all from wide distribution through 
the public press; and by the time it had gotten across the coimtry 
there was a general report that a tremendous amoimt of this sugtf 
was coming m from the Argentine. I remember some papers had 
it as high as 100,000 tons; and the effect of that was — I do not like 
to use the word, because it is much abused — but the psychological 
effect of tiie proposed importation of a large quantity of sugar from 
a source which never before had supplied the American market was 
a deterrent to high prices and an incentive to a reduction of pricest 
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Mr. Zabriskie,who is possibly the best informed sugar man in the 
country on the general situation, has told me within the last couple 
weeks that in his judgment this proposed importation of sugar from 
Argentina had a very consideraole effect in reducing the price of 
sugar in this country; that it was its purpose; that is what it was 
designed to do, and in my judgment ana in the judgment of Mr. 
Zabriskie and other sugar men it did have that effect. The people, 
therefore, saved a great deal of money by this proposed importation 
of sugar. 

These gentlemen find thenselves, as I said before, with 9,000 tons 
of this sugar left on their hands. They come to us and say that 
they desire to make no profit out of the transaction; the cent a 
pound which they would be entitled to in the original arrangement 
on the 5,000 tons which they have already sold they do not ask for. 
They simply ask that the Sugar Equalization Board, which was 
estabUshed for the purpose of securmg an adequate supply and 
equitable distribution of sugar amongst the people, shall take this 
transaction over from its inception, shall assume their obligations 
and duties under the contract; and the effect of that, of course, 
would be that the Sugar Equalization Board would dispose of the 
remaining 9,000 tons of sugar at a loss, against which would be 
credited the profit which has been made on the 5,000 tons, and as I 
understand it the net loss would be somewhere in the neighborhood 
of $1,900,000 or $2,000,000 when the transaction is closed. 

The Sugar Equalization Board, of course, is in funds to take care 
of that situation, and the funds which it has accumulated are funds 
which were designed for the purpose of providing for any loss which 
might be necessary from the operation of any proper and lawful 
plan designed to secure an adequate supply and an equitable dis- 
tribution of sugar to the American people at a fair price; this was 
that kind of a plan. Those funds in the Sugar Equalization Board 
are money designed for that particular purpose, and therefore I 
think it is entirely proper that the Congress should authorize the 
President to direct the Sugar Equalization Board to take this plan 
over. 

I do not know that I have anything further to say about it. 

Mr. McLaughlin of Michigan. The Lever Act authorized the 
President to create agencies and he created the Food Administra- 
tion and the Sugar Equalization Board, each of which functioned 
for a time. Later, you say, the President authorized the Depart- 
ment of Justice to take over the work of the Food Administration 
Act. Was that direction by the President in writing ? 

The Attorney General. Yes, sir. 

Mr. McLaughlin of Michigan. Has that been filed here with us, 
do you know ? 

The Attorney General. I do not know. 

Mr. McLaughlin of Michigan. I do not recall whether it has 
been or not. 

The Attorney General. We can have that done, sir, if you 
want it done. 

Mr. McLaughlin of Michigan. It is interesting to know whether 
that order enlarged the authority of the Department of Justice so as 
to include sugar, which had been under the control solely of the 
Sugar Equalization Board. 
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The Attorney General. I hesitate to quote the language of 
that Executive order, but I remember it transferred some of the 
powers of the Food Administration to the Sugar Equalization Board, 
and specifically the right to issue and revoke licenses for dealing in 
sugar. 

Mr. McLaughlin of Michigan. It seems to be interesting to 
know by what authority your department assumed to take charge 
of the sugar proposition. 

The Attorney General. Our authority was the President's 
Executive order transferring some of the powers of the Food Admin- 
istrator to the Attorney General. 

Mr. McLaughlin of Michigan. And included in those powers 
was no power over sugar ? 

The Attorney General. I did not say that, sir. 

Mr. McLaughlin of Michigan. I beg your pardon. But was not 
that the situation — the power over sugar was in the Sugar Equaliza- 
tion Board ? 

The Attorney General. No, that was not the situation. I 
said the President, in that Executive order, specificically gave to 
the Attorney General the bower of control over sugar dealers by the 
issuance of licenses and trie revocation of licenses. Have you got 
that little book, Mr. Franklin, that somebody wrote about the sugar 
business? Is not that Executive order in that book? 

Mr. Franklin. I think I have that Executive order here; I am 
not sure, but I think that is the one you refer to Qianding small book 
to the Attorney General]. 

(The proclamation above referred to and later furnished is printed 
as follows:) 

Newark, N. J., Jarvwary 26^ 1921. 
Hon. Gilbert N. Haugen, 

Chairman Committee on Agriculture, 

House of Representatives, Washingtony 2). C. 

Dear Sir: In accordance with the request of the committee at the hearing upon 
H. J. Res. 444, contained on page 85 of tne record, I am submitting herewith a copy 
of the Executive order of the President, dated November 21, 1919, duly certified by 
the Secretary of State, for insertion in the record of the hearings on this joint 
resolution. 

Very truly, yours, 

Howard L. Kern. 
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United States of America, 

Department op State. 
To all to whom these presents shall com£, greeting: 

I certify that the document hereunto annexed is a true copy from the original in 
the archives of this department. 

(Proclamation by the President of the United States of America, signed Nov. 21, 
1919.) 

In testimony whereof I, Bainbridge Colby, Secretary of State, have hereunto 
caused the seal of the Department of State to be affixed and my name subscribed 
by the chief clerk of the said department, at the city of Washington, this 25th day 
of January, 1921. 

[seal.] Bainbridge Colby, 

Secretary of State, 
By Ben G. Davis, 

Chief ClerL 
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By the President of the United States of America. 

A PROCLAMATION 

TRANSFERRING TO THE ATTORNEY GENERAL THE POWERS AND AUTHORITY HERETO- 
FORE HELD BY THE FOOD ADMINISTRATOR EXCEPT THOSE RELATING TO WHEAT AND 
WHEAT PRODUCTS WHICH ARE TRANSFERRED TO JULIUS H. BARNES. 

Whereas under the authority of an act of Congress entitled "An act to provide further 
for the national security and defense by encouraging the production, conserving 
the supply, and controlling the distribution of food products and fuel,"/ there was 
created by Executive order, dated August 10, 1917, a governmental organization 
known as and called United States Food Administration, and 

A^Tiereas Herbert Hoover was appointed United States Food Administrator with 
power to supervise, direct, and carry into effect the provisions of said act and the 
powers and authority therein given to the President so far as the same apply to 
foods, feeds, and their derivative products and to any and all practices performed 
and regulations authorized or required under the provisions of said act, including 
the issuance, regulation, and revocation in the name of said Food Administrator 
of licenses under said act; and in this behalf to do and perform such acts and things 
as were authorized or required of him from time to time by direction of the Presi- 
dent and under such rules and regulations as should be prescribed by the President 
from time to time, and 

Whereas by Executive order of November 16, 1918, Edgar Rickard was authorized 
and empowered during the absence of Herbert Hoover, United States Food Ad- 
ministrator, from the United States to exercise the powers and authority delegated 
to Herbert Hoover as United States Food Administrator, and 

TVTiereas Herbert Hoover has resigned from the office of the United States Food Ad- 
ministrator and Edgar Rickard has exercised certain of the said powers and authority 
of the United States Food Administrator until this time, and 

^Tiereas it is now desired to transfer the powers ana authority of the United States 
Food Administrator in the manner and to the officers hereinafter designated. 

Now therefore under and by virtue of the power conferred upon me by the pro- 
visions of said act of August 10, 1917, and of all other acts giving me pSwer in the 
premises, I, Woodrow Wilson, President of the United States, bereby order and direct 
as follows: 

All acts done and authorized by Herbert Hoover, United States Food Adminis- 
trator, as aforesaid, and by Edgar Eickard, acting for Herbert Hoover, United States 
Food Administrator, as aforesaid, are hereby authorized, approved, ratified, con- 
firmed, and adopted. 

The powers and authority heretofore vested in the United States Food Adminis- 
trator, under the authority of said act of Congress approved August 10, 1917, and the 
executive orders and proclamations issued thereunder, in so far as they apply to wheat 
and wheat products, are hereby transferred to, and shall hereafter be exercised by 
Julius H. Barnes, Chief of the Cereal Division of the United States Food Adminis- 
tration, who shall supervise, direct, and carry into effect the provisions of said act, 
and the powers and authority therein given to the President, so far as the same apply 
to wheat and wheat products, and to any and all practices, procedure, and regulations 
authorized or required under the provisions of said act, including the issuance, regu- 
lation, and revocation, in the name of said Julius H. Barnes, Chief of the Cereal 
Division of the United States Food Administration, of licenses under said act relating 
to wheat and wheat products; and in this behalf he shall do and perform such acts 
and things as may be authorized or required of him from time to time by direction 
of the President and under such rules and regulations as may be prescribed by the 
President from time to time; and there is hereby transferred to said Julius H. Barnes, 
Chief of the Cereal Division of said United States Food Administration all remaining 
records of said United States Food Administration, and such of the remaining per- 
sonnel and organization of said United States Food Administration as he may deter- 
mine to continue under him as Chief of the Cereal Division of the United States 
Food Administration as aforesaid. 

All licenses and revocations of licenses and all regulations now in force, so far as 
the same apply to wheat and wheat products, shall continue in force until altered or 
repealed by said Julius H. Barnes. 

The powers and authority heretofore vested in the United States Food Adminis- 
trator, under the authority of said act of Congress approved August 10, 1917, and the 
Executive orders and proclamations issued thereunder, in so far as they apply to 
foods, feeds, and their derivative products, other than wheat and wheat products. 
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are hereby transferred to, and shall hereafter be exercised by, the Attorney General 
of the United States, who shall supervise, direct, and carry into effect the provisions 
of said act, and the powers and authority therein given to the President, so &t as the 
same apply to foods, feeds, and their derivative products, other than wheat and wheat 
products, and to any and all practices, procedure, and regulations authorized or 
required under the provisions of said act, including the issuance, regulation, and 
revocation, in the name of the Attorney General of the United States, of licenses 
under said act relating to foods, feeds, and their derivative products other than wheat 
and wheat products; and in this behalf he shall do and perform such acts and things 
as may be authorized or required of him from time to time by direction of the Presi- 
dent and under such rules and regulations as may be prescribed by the President 
from time to time. 

All licenses and revocations of licenses and all regulations now in force, bo far as 
the same apply to foods, feeds, and their derivative products other then wheat and 
wheat products, shall continue in force until altered or repealed by the Attorney 
General. 

In witness whereof, I have hereunto set my hand and caused the seal of the United 
States to be affixed. 

Done in the District of Columbia this 21st day of November, in the year of our Lord 
1919, and of the independence of the UniteJ States of America tne one hundred 
forty-fourth. 

[seal.] Woodrow Wilson. 

By the President: 
Robert Lansing, 

Secretary of State. 

The Attorney General. No; this is not the one^ 

The Department of Justice maintained an organization for the 
very purpose of supervising the sugar business by the issuing of 
licenses to dealers under the Lever law, etc., and the President, at 
various times, by Executive order, directed the Sugar EquaUzation 
Board, which had funds, to pay the expense of that organization. 

In addition to that, sir, tne Department of Justice was charged 
with the duty of enforcing the Lever law, which was designed to 
prevent unreasonable prices in the necessaries of life. Sugar was a 
necessary of life; of course, we had to handle it. 

Mr. McLaughlin of Michigan. But one statement is that the Presi- 
dent directed that a portion of the authority exercised bv the Food 
Administration be turned over to vour department, and the sugar 
proposition was in no way under tte direction of the Food Admin- 
istration. How did you get control, or how are you justified in assum- 
ing control of sugar, under that statement of yours that I have 
quoted — you made it only a moment ago — that the President turned 
over to you a portion of the duties of the Food Administration ? 

The Attorney General. Yes. 

Mr. McLaughlin of Michigan. And the Food Administration has 
nothing to do with sugar ? 

The Attorney General. I did not say that, sir. 

Mr. McLaughlin of Michigan. You know that is true, however ? 

The Attorney General. No ; I think not. The Food Adminis- 
tration issued and revoked licenses; they had control of the licenses 
in the sugar business. The Sugar Equalization Board did not handle 
that part of it at all, and the issuance and revocation of licenses to 
dealers under the Lever law was the method which the Food Admin- 
istration used to carry out and enforce that law and that was turned 
over to the Department of Justice. 

Mr. McLaughlin of Michigan. Then you just took over, in your 
department, imder the President's order, authority to issue licenses 
as the Food Administration had authority to issue licenses ? 
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The Attorney General. That is my recollection of it, Mr. 
McLaughlin. I would like to find the proclamation, to be certain 
about me language. 

Mr. McLaughlin of Michigan. Then, your department issued a 
license to these trading companies — I do not recall their name — to 
trade in sugar ? 

The Attorney General. I do not know whether they were Ucenses 
or not. I did not handle this personally, and I do not know. 

Mr. McLaughlin of Michigan. I understood you to say that, and 
you have called it a ^ license to this company? 

The Attorney General. Can you find the presidential proclama- 
tion of November, 1919 ? 

Mr. McLaughlin of Michigan. You spoke of your authority to 
issue licenses, and that you issued a license to this company. 

The Attorney General. I did not say we had issued a license to 
this company. I do not know what the fact was about that, but I 
suppose so. 

Mr. McLaughlin of Michigan. I certainly do not intend to mis- 
quote you, but several times. General, you said that these people were 
operating imder a license which you granted them ? 

The Attorney General. I never said any such thing, Mr. Mc- 
Laughlin, I am sorry. I expect they were operating under a license, 
however. 

Mr. McLaughlin of Michigan. When you spoke of a license in con- 
nection with these gentlemen and their operations in this sugar, what 
didyou mean ? 

Tne Attorney General. When I spoke of issuing licenses I did 
not speak of it in connection with these gentlemen and their opera- 
tions in this sugar deal. 

Mr. McLaughlin of Michigan. Then I altogether misunderstood 
what you said. 

The Attorney General. The stenographer could say, but I am 
quite certain I did not. 

Mr. McLaughlin of Michigan. You enlarged upon the proposition 
that the Food Administration had been issuing licenses. You 
referred to section 2, which authorized the issuance of licenses, and 
that you continued the authority under section 2 as to the issuing of 
licenses. Why am I not right in concluding that you issued a hcense 
to these gentlemen in this transaction ? 

The Attorney General. I referred to section 2, Mr. McLaughlin, 
but section 2 does not say a word about issuing licenses. I read it. 
Section 2 says that in carrying out the purposes of this act the Presi- 
dent is authorized to enter into any voluntary arrangements or agree- 
ments, to create and use any agency or agencies, to accept the services 
of any person without compensation, to cooperate witn any agency 
or person, to utilize any department or agency of the Government, 
and to coordinate their activities so as to avoid any preventable loss 
or duplication of efforts or funds. 

What I said was that the President under that section was within 
his powers in utilizing the agency of the Department of Justice and 
of tnese gentlemen, B. H. Howell, Son & Co. and the American Trad- 
ing Corporation, to secure an adequate supply of sugar and an equita- 
ble distribution at a fair price. They are '* agencies," and he could 
use any agencies he saw fit. 
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When I discussed section 2 I did not mention licenses. I think I 
never mentioned licenses until you asked me about the powers we took 
from the Food Administrator, and I do not mean to be understood 
as saying these gentlemen did not have licenses; I assume they did; 
they were probably issued long before I took over this matter. 

Mr. McLaughlin of Michigan. If one was issued to them before 
that, they had a right to act under it, after you assumed control ? 

The Attorney General. Yes, sir. 

Mr. McLaughlin of Michigan. And were they acting under that 
license in this transaction ? 

The Attorney General. They could not deal in sugar at all 
without the license. 

Mr. McLaughlin of Michigan. Then, the issuing of the license gave 
them permission to deal on their own account; and in all instances, 
I presume, the matter of profit they were permitted to have was 
either set out in the licenses or was under the direction and control 
of the Food Administration at one time and by your department 
later? 

The Attorney General. Yes; and we laid down the rule of a 
cent a pound profit. 

Mr. McLaughlin of Michigan. It may occur to some of the mem- 
bers of the committee that there is a difference between allowing a 
company a profit on a deal and paying them a commission on the 
deal. In testimony given by other gentlemen appearing before the 
committee, they have used the word '^ commission.^' You used the 
word ^^ profit, '' which may ch ange the whole nature of the transaction. 

The Attorney General, miatever you call it, it was a cent a 
pound they were to get. 

Mr. McLaughlin of Michigan. You called it *' profit'' and they 
called it ^'commission" ? 

The Attorney General. I do not know whether it makes much 
difference whether ^'profit'' or ' 'commission." I do not see a dis- 
tinction. They would have a cent a pound anyhow, Mr. McLaughlin, 
and no more. 

Mr. McLaughlin of Michigan. Would it be right to say that if it 
is a profit they were dealing just the same as the multitude of other 
licensees were dealing in their own property, making their own profit, 
but limited by regulations of the Food Administration as to the 
amount of the profit ? 

The Attorney Genearl. With the exception that they did this 
at the request of the Department of Justice, an agencv designated 
by the President for the very purpose under the law of securing an 
adequate supply of sugar at a fair price. 

Mr. McLaughlin of Michigan. Those matters in your department 
were under the control of Mr. Figg ? 

The Attorney General. Yes, sir. 

Mr. McLaughlin of Michigan. Is he now with you ? 

The Attorney General. No, sir ; he resigned m November. 

Mr. McLaughlin of Michigan. When was this matter first called 
to your attention ? 

The Attorney General. I think about the time that the negotia- 
tions were entered into between Mr. Figg and these gentlemen. He 
asked me for my approval of the plan of importing this sugar, stated 
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its purpose, and- that it was designed and intended to help break the 
market in relief of the people, and I approved it. 

Mr. McLaughlin of Michigan. There has been testimonv to the 
effect that an arrangement or an agreement was reached between 
these gentlemen and Mr. Figg. It would interest some of us and help 
us to reach a proper conclusion if we could know what was said. 
Ordinarily in court the witness is not permitted to testify that an 
arrangement was made; he must tell what was said upon one side 
and the other, so that the court may determine whether that consti- 
tuted an agreement or a contract. ?fow, we would like to know what 
was said. 

The Attorney General. You would not like to know from me. 

Mr. McLaughlin of Michigan. That is why I referred to Mr. Figg. 
Where is he ? 

The Attorney General. I do not know: I think he is in New 
York. He left the department on the 15th of November. I have 
not seen him since. Of course, I did not sit in these conferences, 
Mr. McLaughlin; I took no part in the reaching of an agreement. I 
was simply consulted by my own subordinate and approved of his 
plan. I never met these gentlemen representing Howell, Son & 
Co. and the American Trading Corporation until months afterwards. 

Mr. McLaughlin of Michigan. I believe you did not like the idea 
of licensing at all, when it was suggested to you, when you asked for 
an amendment of the food control act and the adding of a penalty: 
you preferred to proceed under that section altogether and do away 
entirely with licenses ? 

The Attorney General. I told you why. 

Mr. McLaughlin of Michigan. And here you seemed to have 
preferred to engage in this very important transaction involving a 
nirge amount of money under a license? 

The Attorney General. Mr. McLaughlin, you will remember my 
statement to you at that time was this, that if we were to attempt, 
to enforce the Lever law with respect to all the necessaries of life oy 
means of issuing and revoking of licenses, it would require us to build 
up an organization similar to that which Mr. Hoover had during the 
war. I said to you also that that was quite impossible. Mr. Hoover's 
organization was largely voluntary, and yet it cost $1,000,000 a 
month. I knew this Congress was not going to give me $1,000,000 
a month to organize an administration that could handle these 
hcense questions. 

Mr. McLaughlin of Michigan. The Congress was willing to con- 
tinue in force a system which would be effective 

The Attorney General (interposing). Yes. 

Mr. McLaughlin of Michigan (continuing) . And that system had. 
been effective; and later the other system 

The Attorney General. It could not be made effective under the 
then prevailing conditions, because it would have been entirely impos- 
sible to rebuild the Food Administration at anything like an expense 
even as low as $1,000,000 a month. That would have been impos- 
sible and impracticable, and therefore I urged you that instead of 
enforcing this law bv means of a license system you should put a 
penal clause in the bill which would make it a criminal offense to 
violate it; and the only case in which any use of the licensing power 
was miule was in this sugar business, where we took over the licenses 
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already issued by the Food Administration and built An organization 
for the purpose of supervising those licenses and revoking them where 
necessary, which was paid for by the Sugar Equalization Board. 

Mr. VoiGT. General, I understand that a man did not need any 
license for the importation of sugar; is that correct? 

The Attorney General. I tmnk that is so. 

Mr. VoiGT. Then these people when they imported the sugar did 
not need any Ucense ? 

The Attorney General. There was not any consideration given 
to the license question at all. It was an arrangement with these 
men to bring the sugar in and to distribute it, as 1 have said, under 
the rules of the department, to the essential industries, their profit 
or commission, or whatever you please to term it, to be limited to a 
cent a pound. 

Mr. McLaughlin of Michigan. Whose money was used in making 
the purchase ? 

The Attorney General. They arranged it; I do not know where 
they got the money. 

Mr. Armstrong. I would like to make a statement about 

Mr. McLaughlin of Michigan (interposing). Wait a minute. I 
would like to ask the gentleman who is before the committee ques- 
tions without interruption. You do not know who furnished the 
money or where it came from ? 

The Attorney General. I do not. 

Mr. McLaughlin of Michigan. Do you know how much was paid 
for the sugar down there ? 

The Attorney General. I do not know. 

Mr. McLaughlin of Michigan. Do you know what the freight 
from there here was ? 

The Attorney General. I do not. 

Mr. McLaughlin of Michigan. Do you know where it was placed 
when it arrived in this country ? 

The Attorney General. I do not. 

Mr. McLaughlin of Mcihigan. Nor what the 'storage charges were ? 

The Attorney General. No, sir. 

Mr. McLaughlin of Michigan. But you approved the entire 
transaction? 

The Attorney General. I said I approved of the plan when it 
was submitted to me. 

Mr. McLaughlin of Michigan. Why was the purchase made in the 
name of the Government ? 

The Attorney General. I think it is very questionable whether 
the purchase was made in the name of the Government. As I recall 
the communications between the State Department and Argentina — 
I have forgotten just the language used — but the circumstances were 
as I have told you. The purchase was made by these gentlemen under 
this arrangement with the Government agency of the Department of 
Justice through another Government agency of the Department of 
State. 

Mr. McLaughlin of Michigan. In your judgment was a contract 
entered into between the Government and these gentlemen ? 

The Attorney General. An enforceable contract by which these 
gentlemen could sue the Government to recover their loss, do you 
mean? 



SUGAR. 47 

Mr. McLaughlin of Michigan. Was it such a contract that could 
have been enforced if it had been between private parties ? 

The Attorney General. I think before a jury, a plaintiff could 
get judgment under those circumstances. I would not say it was a 
legal, enforceable contract, however. 
Mr. TiNCHER. You would have to get by the court ? 

The Attorney General. I think if I got by the court that I 
would get a verdict on it; in other words, it is fan* and just. 

Mr. McLaughlin of Michigan. When the price went down in this 
country so that there would be something of a loss to these gentlemen 
in disposing of the sugar in this market, you said that the siigar was 
"left on their hands" — those are your words. Mr. Figg, as Iimder- 
stand the testimony given a day or two ago, undertooS to help these 
gentlemen to dispose of their product by suggesting the names of 
companies that ne thougjit would buy the sugar &om them. It 
looked to some of us as if your representative felt that this sugar 
belonged to these individuals, and that it was up to them to dispose 
of it, and that he was simply helping them to find a market for their 
product so as to save themselves from loss. Did you look upon it in 
that light ? 

The Attorney General. I do not think Mr. Figg was endeavor- 
ing so much to find a market for the product to save them from loss, 
as he was to influence the channels of trade through which the 
product was distributed. He gave them the names oi dealers, con- 
cerns throughout the coimtry, to whom the sugar ought to be allotted 
if possible, or sold, because through those people the sugar would 
reach the central industries. That was what I understood to be his 
purpose. 

Mr. McLaughlin of Michigan. Did you have anything to do with 
the transaction at that state of it ? 

The Attorney General. Not in its detail in any way, Mr. Mc- 
Laughlin, no — that is, ^vith the designation of the people to whom it 
should go, anything of that kind ? 

Mr. McLaughlin of Michigan. Yes. 

The Attorney General. Oh, certainly not. No; I left that to 
Mr. Figg. 

Mr. McLaughlin of Michigan. Then, you are speaking in a very 
general way about what very clearly he had in mind. You know 
nothing of the actual transaction at that stage of it ? 

The Attorney General. I am basing my statement upon the 
report of my subordinate to me at the time, or soon after. 

Mr. PuRNELL. General, at the time these people were authorized 
to purchase this sugar in Argentina, the Sugar Equilization Board 
was in existence, was it not ? 

The Attorney General. Yes, sir. 

Mr. PuRNELL. It is now ? 

The Attorney General. Yes, sir. 

Mr. Purnell. That was before they had distributed any part of 
the $40,000,000 in profits, or before it had been covered into the 
Treasury ? 

The Attorney General. Yes, sir. 

Mr. Purnell. The thing I can not understand about this trans- 
action is why the Sugar Equilization Board, an agency that had been 
created for the express purpose of handling the sugar situation, was 
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not the one desigjnated to handle this transaction, especially in view 
of the fact that they had plenty of money and were organized for that 
specific purpose. 

The Attorney General. The President might have directed 
them to handle this transaction; he could have done so if he had de- 
sired. 

Mr. PuRNELL. It seems to me that is the weak link in the chain. 

The Attorney General. I do not see that that is a weak link at 
all. These gentlemen are not responsible for what the President did 
or did not do in the exercise of his discretion under the law. He had 
a right under the law to direct the Sugar Equilization Board to take 
over this transaction, to adopt this plan, under the language of the 
McNary Act, of providing an adequate supply and equitable dis- 
tribution of sugar at a fair and reasonable price among the people of 
the United States. He could have done that; and if he had directed 
ed the Sugar Equilization Board to do it, they would have had to obey 
him, because he was the sole stockholder and authorized under the 
McNary Act to control theboard, and if he had done so they would 
have oi course absorbed this law. 

Now, he did not do it, because I presume the matter was not 
called to his personal attention at the time. The Department of 
Justice was acting under his direction as another agency, so he had 
a right to direct the conduct, under section 2 of the Lever law, of 
this other agency, the Department of Justice, to handle this thing 
as the Sugar Equalization Board would have handled it if the President 
had directed tnem to do so. The President, in other words, could 
use either the Department of Justice or the State Department or the 
Food Administrator or the Sugar Eaualization Board, or these 
gentlemen as individuals, or anybody else, to do this thing. Now, 
the Department of Justice was used to do this thing, and the same 
effect was brought about as if the Sugar Equalization Board had 
handled it, with the exception that there is no capital in the Depart- 
ment of Justice to take care of the transaction if it resulted in a loss, 
and it was not considered necessary to turn it over to a board that 
had this capital, because nobody conceived that there was any 
possibility of there being a loss. 

Mr. Purnell. Had tnese people handled any other transactions 
for the Government ? 

The Attorney General. Not that I know of. I do not know. 

Mr. Purnell. Is there any reason that you know of why these 
people should handle the importation of sugar from Argentina more 
advantageously than it could be handled by the Sugar Equalization 
Board ? 

The Attorney General. I do not know that thev could do it 
more advantageously; no, I do not know that they could. 

Mr. Pernell. I am trying, in a sympathetic way with the claim, 
to find out why the Government shoula go outside of an already- 
existing agency and employ disinterested third persons to put up 
their own money and do a thing which could be done by a Govern- 
mental agency already created, with sufficient funds to carry out 
the transaction. 

The Attorney General. It was a perfectly natural development. 
As I told you, this sugar was called to the attention of the department 
by one of these people, the American Trading Corporation* whicli 
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was engaged in*the business of exports and uuports. It called the 
attention of the depatrment to it, and I suppose the department 
thought it had the sugar down there. 

Mr. PuRNELL. It seems to me that when that element enters into 
it, it robs the case of certain very effective features so far as their 
claim is concerned, because it presents the appearance at least of 
having been brought about by this company, seeking to make a 
profit. . . 

The Attorney General. I do not think so.. Every department 
of the Government gets information from the outside about these 
things. It is nothing to the discredit of these gentlemen that they 
came and told the department where there was a large quantity of 
sugar, and if the department saw fit to use them as an agency after- 
wards I do not think the fact that they first gave us the mf ormation 
changes the matter any. 

Mr. PuRNELL. The Sugar Equialization Board has sufficient fimds 
on hand with which to take care of this transaction ? 

The Attorney General. Yes, sir. 

Mr. Pltrnell. The money on hand is profit, I assume, and not part 
of the capital stock ? 

The Attorney General. I understand the Sugar Equalization 
Board does not call it profit; it calls it "savings to the people of the 
country.'^ But it is the earnings of its capital. It had $5,000,000 of 
capital donated by the President out of his emergency fimd, and its 
accumulations upon that $5,000,000 capital was about $39,000,000, 
I think. 

Mr. PuRNELL. In other words, if this claim should aggregate 
$2,000,000, and it were to be paid out of the fimds on hand now by 
the Sugar Equalization Board, it would not stand in the same class as 
an ordinary appropriation by. Congress ? 

The Attorney General. Oh, certainly not. It would come out 
of a fund which arose for the very purpose of providing against loss 
m the securing of an adequate supply and equitable distribution of 
sugar. In other words, the Sugar Equalization Board^s capital was 
used to buy sugar. It bought the entire Cuban sugar crop one year 
with this $5,000,000 of capital, by using it as a revolving fund. It 
bought the sugar and sold it at a less price than it paid for it, and took 
a loss, in order to stabilize the price. 

That is what this is. 

Mr. PuRNELL. These people ought to have a profit or commission, 
whatever you may call it, of 1 cent a pound. Do you know whether 
there was any arrangement of any kind made whereby they ,were to 
be protected against any loss ? 

The Attorney General. No, sir. 

Mr. PuRNELL. It would seem that there was no thought of any loss. 

The Attorney General. There was no thought of any loss by 
anybody; that is true, and there would not have been any loss if they 
had been able to get the sugar in immediately, but the several months' 
delay is what caused the loss, and the delay was a matter over which 
they had no control and over which this Government had no control, 
either the State Department or the Department of Justice. It was 
due to a situation which arose in the Argentine that they could not 
get this sugar out for several months. 

31327—21 i 
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During that time the market broke, and when the sugar did get here 
the price was down so much lower. 

Mr. PuBNELL. Do you know of any other firms^ persons, or cor- 
porations that were given like duties to perform under similar 
circumstances to this ? 

The Attorney General. No; I do not know of any other cases. 
I will not say there were not, but I do not know of any. 

You see, Mr. Chairman, if there had been no such arrangement 
with the Department of Justice, these gentlemen could have imported 
this sugar and sold it at the market, subject only to the control over 
the situation which the department was exercising under the Lever 
law, and they could have made a lot of money. Their profits, or 
commissions, or whatever you please to term it, were hela down to 
1 cent. 

Mr. Purnell. They could not have gotten the siigar out of 
Argentina as a corporation, could they ? Was there not an embargo 
imposed ? 

The Attorney General. That is what caused the whole trouble. 

Mr. Purnell. If they had started to do this business on their own 
initiative, they could not have gotten the sugar out of Argentina at all f 

The Attorney General. They might have had to have had help 
of the Government to get sugar out; jes. 

Mr. McKjnley. General, is not this a practical statement of the 
situation, that 10 months ago there was practically a comer on sugar 
in the United States; that the Government wanted to break that 
comer; that they heard that there was 150,000 tons of sugar in 
Argentina; that they looked aroimd for some one who was com- 
mercially and financially in a position to buy a part of that sugar; 
that they practically made the American Trading Co. the agents of 
the Government; that they told them they could have a cent a pound 
and no more for handling the sugar; that the Government woiud see 
that the embargo was luted; that when the sugar came up here it 
should be sold to people specified by the Government; that the fall- 
down was that they did not get the embargo lifted as they said they 
would, but that the advertismg of the fact that they were going to 
bring the sugar in broke the corner; and that this $2,000,000 loss 
perhaps was made up to the people of the United States ten times 
over by the breaking of the comer. 

The Attorney General. That is a pretty accurate statement and 
a very succinct statement of the situation. 

Mr. TiNCHER. There was no different arrangements concerning the 
profits that these importers would have on this sugar with the Depart- 
ment of Justice than the Department of Justice^s effort to regulate 
all transactions in sugar — it was all the same profit. 

The Attorney General. It was the same profit. 

Mr. TiNCHER. So they were to have the same profit other men were 
to have in handling sugar, so far as you are able to enforce your ideas 
of the Lever food control law ? 

The Attorney General. That is cwrect. Of course we could not 
control all. 

Mr. TiNCHER. Some of them violated the law ? 

The Attorney General. Yes. 
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Mr. TiNCHEB. But you had no reason to think that one would 
violate the law any more than others. Your rule was a cent a pound, 
and they were not bringing it in for any less profit than others ? 

The Attorney General. No. 

Mr. TiNCHER. Was it 150,000 tons or 14,000 tons? 

The Attorney General. Fourteen thousand tons actually came 
in. But I explained that the amoxmt, though it was nebulous at 
the begmning, the newspapers made it grow Uke a snowball goin^ 
down mil, and the country generally had the idea there was a flood 
of sugar coming in from tne Arsentme. 

Mr. TiNGHER. How high did the newspapers get it? I believe 
you estimated as high as 100,000 tons ? 

The Attorney General. That is my recollection. 

Mr. Tincher. Then our progressive friend from Illinois got it up 
to 150,000 tons. There was not any loss through publication ?. 

The Attorney General. He may have studied other newspapers. 
He and I do not read the same newspapers. (Laughter.) 

Mr. Tincher. There was not any loss contemplated at all in this 
transaction ? 

The Attorney General. There never is any loss figured out in 
advance. If there was, we would not have been going into these 
things. 

Mr. Tincher. However, it was contemplated that these men who 
imported this sugar would make $280,000 net by bringing it into the 
United States, because that is what I figure 1 cent on 14,000 tons 
would amount to ? 

The Attorney General. As I recall it, they thought they would 

S^et net about one-fourth cent a pound, I think, after they had paid 
reight, storage, ^transportation, distribution, and all other costs and 
expenses, they were going to make one-fourth of a cent a pound. 

Mr. Tincher. They were not going to pay the carrying charges 
from Argentina up here out of this cent a pound, were they ? They 
testified that they bought the sugar at something like 14 and were 
selling it at 21. 

The Attorney General. I suppose that is right. 

Mr. Tincher. That is as I understood them. 

The Attorney General. I am not a sugar man, Mr. Tincher,^ 
and I do not know. 

Mr. Tincher. Here is the point I am making, that this Govern- 
ment had a fund with which to buy sugar and no loss was contem- 
plated, but on the contrary a profit of 1 cent a pound on 14,000 tons 
of sugar was contemplated. 

The Attorney General. Gross. 

Mr. Tincher. I do not know why we should sa> ^' gross" when 
they have given their figures here showing that at what the\ were 
proposing to sell it they would make a cent a pound net. 

The Attorney General. That is for them to sav ; I do not know. 

Mr. Tincher. That being in contemplation, the Government was 
mighty nice to these men in saying, ''You go to it. We will not use 
our money and increase the savings of the Sugar Equalization Board 
by trading in this to the extent of $280,000, but we will let you indi- 
viduals do it. ^' And if they had gone through without any mishaps 
that would have been the end of it. However, there has been delay 
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in the bringing of the sugar out of the Argentine, the problem about 
whether they would sell the sugar back to those people, and they 
asked more profit when they offered to sell it back to them, according 
to their own testimony — asked the Argentine people a profit, and not 
having got that, they have the sugar on hand, and they say to the 
United States, "For offering to let us make $280,000 and failing, we 
want you to pay any loss we have in this transaction/' 

It seems to me that is the size of it from the Government's stand- 
point. 

The Attorney General. It has been said that there are two sides 
to every proposition, but one side is the right side and one side is 
the wrong side, generally. 

Mr. TiNCHER. You never guaranteed these gentlemen against anv 
loss ? 

The Attorney General. Certainly not. 

Mr. Tincher. They were in the exporting business and importing 
business; they suggested the location of the product. They, as even- 
one else in the united States with business acumen, were familiar 
with the fact that the United States Government had a Sugar Equali- 
zation Board and that that board had mone;^, that they could import 
this sugar themselves. And another thing I was talking to Mr. 
Zabriskie about the other day — he did not testify before the com- 
mittee; I hope he will — that it was pretty generally understood at 
that time that everyone in the United States knew that it was the 
idea of Congress that the Sugar E jualization Board should be function- 
ing, striving every way to get the executive departments of our 
Government to use the Sugar Equalization Board ? 

The Attorney General. They did it so late that the executive 
could not use it. 

Mr. Tincher. Of course, there is contention about that 

The Attorney General. There can not be any argument about 
that. 

Mr. Tincher. Oh, well, there has been considerable. I will say 
this, that at the time there was not any doubt about their ability 
being removed by the passage of the amendment — there was not any 
si^ch price contemplated for the quahty of su^ar that this importing 
company was paying for this sugar. In other words, the Cuban 
sugar of like quality could have been bought for a third less than the 
purchase price of this sugar contemplated at the time the McNary 
amendment was passed by both Houses of Congress. 

The Attorney General. It could not be bought at all at that 
time. It was too late. The crop was sold. I do not mean to 
reflect on anybody, but Congress was a little too deliberate about that 
thing. 

Mr. Tincher. If I was going to reflect on anyone, I would mention 
some letters written by the Sugar Equalization Board about that 
transaction. 

I was wondering if we stood before a jury some time soon waiving 
the proposition that we could not do that because we could not get 
by tne legal proposition, they would prevent the matter going to the 
jury, and say that the Government could go forth to import sugar, 
we will let our agency lay dormant and make them a profit of $280,000. 
*' You have called our attention to the location of this sugar. It is a 
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warehouse down in Argentine. We had not heard of it. and you 
told us about it, and we will let the Sugar Equalization Board lay 
dormant, and we will import this sugar and break the market/' 
And they do it, and no guaranty was made at all; they do it for the 
profit which was to be made in it; and it would not be an insignificant 
profit on that sugar to a man in the business. It was the profit that 
you contemplated as being fair and equitable for any man to charge 
as a profit. 

The Attorney General. The McNary Act was passed on Decem- 
ber 31, 1919, which authorize.d the President to direct the Sugar 
Equahzation Board to take over any plans to secure an adequate 
supply. It was passed, of course, with a view of relieving a situation 
by reason of the failure, up to that time, to buy the Cuban crop. 
The Sugar Equalization Board would not buy it before that, because 
under the Lever law their powers might be cut off that quick, and they 
could not distribute it — the law would be cut out from under their 
feet. 

Mr. TiNCHER. How ? 

The Attorney General. By the termination of the war. The 
Lever law quit when the war quit. 

Mr. TiNOHER. The Sugar Equalization Board would have the 
same powers as other institutions to wind up their business, would it 
not? 

The Attorney General. In the fall of 1919 the Sugar Equaliza- 
tion Board took the position, and announced to the committees of 
Congress, that they would not buy the Cuban sugar crop unless there 
was a specific termination put to the Lever law so that they knew 
just exactly how long they could operate. The McNary Act, there- 
fore, was passed with that in view, but was not passed until December 
31, 1919. In the meantime, the Cuban crop had been disposed of 
and the President directed the Sugar Equalization Board to liquidate; 
that he would not use them for the purpose. 

So that when this matter came along in the spring of 1920, the 
use of the Sugar Equalization Board was not considered ; they were 
going out of business. 

Mr. Tinoher. During the summer of 1919, the law authorizing 
the Sugar Equalization Board, or by virtue of which they were in 
existence, had the same force and effect as any other war-time 
measures, and is it not true that in August, perhaps, or in July, 
seven members of the Sugar Equalization Board directorate asked 
the President for authority to purchase the Cuban sugar crop, and 
one member of the Sugar Equalization Board indicated a different 
view to the President, and that the President did not answer in any 
way either of those communications, or at least the public was not 
aware of any answer and Congress was not aware of any answer 
being made to either of those letters, until about the time that we 
passed the amendment called the McNary amendment ? 

The Attorney General. And at the tmie the Sugar Equalization 
Board asked for that authority, they declared that they could not 
undertake its distribution unless there was legislation extending the 
Lever law, and on August 2, 1919, the President came to the Con- 
gress and asked for that legislation, which you did not give him 
until December 3 1 , 1919. 
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Mr. TiNCHER. You mean the President asked Congress for certain 
amendments to the Lever law ? 

The Attorney General. He asked for an extension of time of 
the Lever law. 

Mr. TiNCHER. And jou appeared before this committee, and we 
gave the amendment just exactly as you asked for them to the 
Lever law. 

The Attorney General. Not as to the extension of time. 

Mr. McLaughlin of Michigan. Do you wish us to understand that 
the President did not authorize the Equalization Board to purchase 
the Cuban sugar because Congress did not extend the life of the 
Lever Act ? 

The Attorney General. Yes. 

Mr. McLaugThlin of Michigan. I venture you are alone in that 
opinion, Mr. Attorney General. 

The Attorney General. I just recited the facts to you, Mr. 
McLaughlin. 

Mr. TiNCHER. That opinion was never suggested in Congress. I 
will say, though, the first time I ever heard that opinion expressed 
was last October, I think. 

The Attorney General. Here is the history of it now, Mr. 
Tincher: The Sugar Equalization Board did ask the President for 
authority to buy this crop, saying, however, that they could not 
undertake its distribution unless they had legislation that continued 
the Lever law to a definite period, because everybody thought at 
that time a peace treaty was going to be ratified m the near future. 

Mr. McLaughlin of Michigan. That is the first time we ever 
heard it. 

Mr. Young. It may be the first time you ever heard it, but some 
of us have heard it before. 

The Attorney General. And subsequent to that on the 2d of 
August, 1919, the President came down here and asked the very 
thing that the Sugar Eq^ualization Board had said they must have 
before they could buy this crop. 

Mr. TiNCHER. I put into some hearing of this committee a copy 
of the letters the Sugar Equalization Board wrote the President 
asking for authority to buy the Cuban sugar. I remember the cir-^ 
cumstances very distinctly, because one of the Congressman from 
Louisiana — ^I will not call his name now — and I were talking about 
it; and I say to you that in that letter from the Sugar Equcdization 
Board asking the President for authority to buy the Cuban sugar 
crop there was not even an intimation or a hint of any such 
statement that they could not buy it or did not want to buy it unless 
th^ act was extenaed. They simply asked him for authority, as the 
president and sole stockholder of the Sugar Equalization Board, 
authorization to buy the Cuban crop, and seven of the directors, as 
I remember the number, signed that letter, and one member, who 
did not believe in the Government continuing to function in that 
capacity, wrote an adverse letter — a Mr. Taussig, I believe it was — 
and I say to you that the construction you are putting on that 
request, or even intimation of that construction, is not in that letter. 

The Attorney General. It is the same construction that Mr. 
Glasgow and Mr. Zabriskie put upon it in the hearing before the 
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Committee on Agriculture of the Senate, when they said there 
plainly that they would not buy the crop unless it was extended. 
They said that plainly, immediately afterwards. 

Mr. TiNCHER. Over here we can not be fully informed of all the 
testimony that goes in before a Senate committee. I took it on the 
record. 

The Attorney General. I do not know whether they told you 
or not, but the memorandum was attached to that letter. 

Mr. Tincher. The memorandum attached to which letter? 

The Attorney General. The memorandum attached to the 
letter you speak of, which was submitted to the President at the 
time says something to that effect, and was so interpreted. 

Mr. PuRNELL. Is it your understanding that if the Sugar Equaliza- 
tion Board had started this deal and the Peace Treaty had been 
signed, they could not have closed up their business ? 

The Attorney General. That was their position. 

Mr. PuRNELL. Was that a correct position to take, in your 
judgment ? 

Tke Attorney General. I do not know, but that was their 
position — that was their position flatly taken before the Agricul- 
tural Committee of the Senate, when they came down and asked for 
that legislation. They asked for this legislation early in the fall of 
1920. 

Mr. PuRNELL. It seems to me if they had started the transaction 
in the purchase of sugar, they certainly would have the right to 
complete the transaction. 

Mr. McKiNLEY. They are a Delaware corporation ? 

The Attorney General. Yes. 

Mr. Tincher. Is not that position that they could not wind up 
their business without an extension of the act, under the language 
of the Lever control law, so unreasonable that you would expect an 
ordinary man to absolutely know better ? 

The Attorney General. Wlw did you pass the McNary act putting 
a definite termination to the Lever act? That is all the McNary 
act did. 

Mr. McKjnley. Congress was trying to force the President to 
function with his Sugar Board. 

The Attorney General. And you did it by putting a definite 
termination upon it. 

Mr. McLaughlin of Michigan. Here is what the Sugar Equaliza- 
tion Board said to the President: 

the time is fast approaching, if it has not anived, when we will be unable to control 
the Cuban crop of sugar for the year 1919-20 unless action is taken at once. 

Not if the Lever law is extended. And here is the second letter, 
as I understand it, from the Sugar Equalization Board to the 
President: 

In the interval that has transpired we have awaited your answer, confidently 
believing that the United States Government would undertake the continued con- 
trol of sugar, and every interest concerned, especially the American consumer, would 
experience the advantage of a stabilized market. Unfortunately, the logic of the 
■ntuation has not impressed the Government, or in keeping with its traditional policy — 
the war being over, it is thought best to permit the market to be ruled by the natural 
law of supply and de nand. 
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While we had hop6d for a different conclusion tx) the negotiations put forward by 
Cuba, with the wealth of production represented by her producers, we reluctantly 
accept the situation now existing and return the authority under which we were 
acting. 

Nothing in that whatever- 



The Attorney General. Is that the complete correspondence? 
Will you show it to me ? 

Mr. McLaughlin of Michigan (continuing) . With relation to that 
proposition. 

The Attorney General. Let me see it, please. There was a 
memorandum attached to the first letter which I want to show you. 
Have you got a copy of the letter ? 

The Chairman, It is in the hearings. 

Mr. HuLiNGS. Mr. Chairman, I would like to ask a question, but I 
do not know that it refers very particularly to what is involved in thi.-^ 
bill. 

The Attorney General. I will not object on the ground that it is 
immaterial. 

Mr. HuLiNGS. A long about a year ago last June the sugar people in 
the United States, or at least the people of the United States, w^ere 
informed there was a great scarcity of sugar, and pretty soon the 
limit of 11 cents that they could charge to the consumers was made 12 
cents and then 14 cents, and there was a limitation put on everybody 
of 2 pounds at one purchase — ^you could not buy more than 2 pounds 
at a purchase, and the price went up and up and up and I think you 
mentioned as high as 30 cents a pound, -uter it got to about 25 
cents a pound you could buy all the sugar you wanted. There was 
no particular increase in the quantity coming in. How was that ? 
Was it not just simply a scheme, a plan put in operation by the sugar 
people to milk the consumers of this country of these unreasonable 

Eronts? They had the sugar. Down in Philadelphia the sugar 
ouses were packed full of sugar. Sugar was stored up so that they 
could not operate the plants and nobody comd buy more than 2 
pounds at a time, but as soon as they got the price up to 25 cents, 
then anybody could buy all the sugar they wanted. 

The Attorney General. I think there was a great deal of panic 
on the part of the people who believed the price was going to stay up. 

Mr. Hulings. It was not a panic on the part of the people that put 
the price up, certainly, because they could not get but 2 pounds at a 
purchase. 

The Attorney General. You could not get me to approve those 
high prices. I would condemn them as quickly as you. 

Mr. HuLiNos. How does it come that nobody, apparently, has jijone 
after them so as to put the scoundrels in jail that were doing it; that is 
what they were doing without question ? 

The Attorney General. We have arrested a good many of tho 
gentlemen whom vou thus denominate. 

Mr. Hulings. We had some in our country and they were fined. I 
think one fellow was fined $10,000, but he made $30,000 on the 
operation. If you had put him in jail a few months it would have hat! 
more effect. 

The Attorney General. We put some of them in jail, too, aiuf 
I think that had a irood effect. 



SUGAB. 57 

Mr. HujLiNGS. I do not know why they ran those prices up like 
that, except through sheer greed. 

The Chairman. General, I understood you to say there were no 
contracts outstanding incurring a legal obligation — no guarantee 
against loss. 

The Attorney General. No, sir. 

The Chairman. Do you recommend the payment of it in the 
absence of any agreement to reimburse them or indemnify them 
against losses ? 

The Attorney General. I believe the Sugar Equalization Board 
ought to be authorized to take over this transaction. 

The Chairman. The Sugar Equalization Board has announced that 
it has decided to pay the claim, if authorized to do so. That is gen- 
eral knowledge, as I understand it. 

The Attorney General. I did not quite get that. 

The Chairman. I understood from the attorney for the board, Mr. 
Glasgow, that the membership of the board were unanimous in their 
opinion that the claim should be paid, and that the claim would be 
paid if turned over to them with authority to do so. So it is merely 
directing the pajnnent of the claim, as I understand it. 

The Attorney General. That is just a question of the use of 
terms, Mr. Chairman. It is hardly a direct appropriation. 

The Chairman. It is simply directing the board to purchase the 
sugar at the price contracted and resell at the prevailmg price, the 
Government to take over their loss, is it not ? 

The Attorney General. That is what it amounts to. 

The Chairman. And you recommend that that be done ? 

The Attorney General. I think it proper that the resolution 
should pass. 

The Chairman. You believe that the Government should pay the 
$2,000,000, or whatever it may be, in the absence of any contract ? 

The Attorney General. 1 believe the Sugar Equalization Board 
should take over the contract, even if it results in a loss to the board; 
yes, sir. 

The Chairman. It has been stated bj the board's attomev that it 
means the payment of the claim. It is directing the board now to 
purchase sugar at a certain price and sell it at a reduced price. That 
IS what it amounts to, is it not ? 

The Attorney General. It may amount to that; I suppose it 
does. 

The Chairman. Is there any question about it ? 

The Attorney General. I do not want to haggle about words. 
You know what it is. The resolution provides that the Sugar Equali- 
zation Board shall take over this transaction. It will result in a loss 
to the Sugar Equalization Board ; that is unquestionably so. I think 
it proper and just and fair that the Sugar Equalization Board should 
take over this transaction, even though it does result in a loss which 
will decrease the amount of the funds which they have on hand, and 
which otherwise will be turned back into the Treasurv of the United 
States, and I think it was a plan devised and intended to have the 
eflFect and did have the effect of securing an adequate supply of sugar 
and an equitable distribution of it at a fair and equitable price. 
That i? what the Sugar Equilization Board was for. 
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The Chaibman. If it is proper, then, to indemnify these people 
against loss, would it be proper to indemnify everybody else ? 

The Attorney General. This is not an indemnification of any- 
body against loss. It is the assumption of the^Sugar Equalization 
Board of a transaction which it mignt have initiated or if it did not 
initiate the President might have directed it to initiate. Indeed, it 
is a very close question whether the President could not before De- 
cember 31, 1920, have directed them to take it over. He can not do 
it now. 

The Chairman. Keference has been made to the fact that the 
Government practicallv took over the wheat of the country at half 
price. Why are not the growers of wheat entitled to indemnity as 
much as the sugar people? We have had demands made upon this 
committee to approve such a resolution. 

The Attorney General. If anybody imported wheat at the re- 
quest of the Government and sold it at a loss, I think the Government 
snould stand behind it. 

The Chairman. How do you differentiate between the importers 
and the producers of food product; one is an investment as much as 
the other, is it not ? 

The Attorney General. Both are investments, but they are not 
parallel cases. 

Mr. TiNCHER. They are parallel to this extent, General Palmer: 
I believe it was yesterday that Mr. Hoover was before this committee 
and explained this proposition. At the time grain minimum price 
was fixed on wheat by Congress, there was a shortage in the world's 
supply of wheat, and the Food Administration, being apprised of the 
facts in that matter, and recognizing the emergency that existed, 
enforced such regulations fixing the price of wheat as to fix a maxi- 
mum price, by not allowing anyone to handle wheat except on license 
and by canceling the license if paid beyond a certain price, which w^as 
60 to 70 cents' below the then market price of wheat; and not only 
that, but the war activities compelled the sale of the wheat by the 
producer, the delivery of it, even to the extent of going, through their 
organization, and getting it, if the farmer did not bring itin. 

I do not think Mr. Hoover agreed with me on the use of the word 
^'confiscation*' fully, but it really amounted to confiscation of prop- 
erty for the pubUc benefit. It at least amounted to a confiscation 
of 70 cents a oushel reduction in price. Do you not think that would 
be a fair and just claim and obligation to consider, growing out of the 
war? It is the only farm product that was handled in any such 
way or which the necessity required to be handled in any such v ..v 

The Attorney General. I would say it ought to be considered by 
the Government, but I do not see that it is parallel to this case. 

Mr. TiNCHER. Let me give you an example of how it is parallel to 
this case. The law did not fix the maximum price, but the Govern- 
ment agency enforced a maximmn price. 

The Attorney Genjjral. They were authorized by law to do so. 

Mr. TiNCHER. They went at it in this way: The Congress, Mr. 
Hoover very frankly said to the members of the committee, passed 
that law, he understood did not contemplate at the time they passed 
the law permitting him to fix a maximum price, but he iustitiea it on 
account of the emergency. And 1 am not arguing tnat question. 
But a man who bought 50,000 bushels of wheat, and he knew what 
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the law was and they come along and paid him $3 for it, which 
happened in many instances over night; they fixed this price and 
made him sell and deliver that wheat where the Government told 
him to deliver it, and took off of what he paid foir that wheat between 
60 and 70 cents a bushel. Grain dealers' associations all over the 
United States have brought those showings here to this committee. 
Do you not think that would be sort of a parallel case of obligation 
on tne part of the Government? Of course, it did not come through 
your department, but it grew out of the Food Administration. 

The Attorney General. I have not had anything to do with 
that, and I am not familiar with the history of it or the facts. But 
it looks like, under your statement, somebody sustained a loss by 
reason of a Government act; that is true. 

Mr. TiNCHER. I think it is begging the question for us to say that 
this is different from an appropriation, because if it is just for the 
Government to pay it out of the Sugar Equilization Board's fund, 
we ought to pass an act and then appropriate to pay it, don't you 
think so ? 

The Attorney General. Except that the Sugar Equalization 
Board's treasury is filled with funds which grew up for the very 
purpose of doing this kind of thing; that is what it was for. 

Mr. TiNCHER. If I thought as much of your argument as you do, I 
might say that the Grain Corporation's treasury was filled up with a 
lot of money. I think their savings exceeded those of the Sugar 
Equalization Board, but having introduced a resolution for those 
men when they were here, I would hardly feel justified in arguing it 
was different from. taking any other funds tnat the Gk)vemment 
owned to pay the claim with. What is the difference whether the 
Sugar Equalization Board kept $9,000,000 that has not been con- 
verted into the Treasury — ^what is the difference between that money 
and the $30,000,000 thev did convert into the Treasury ? • There is 
not any, is there ? It all belongs to the Government, does it not ? 

The Attorney General. It will affect the balance in the Treasurv' 
finally. 

Mr. TiNCHER. It belongs to the United States Government, and if 
we pass the resolution we are taking Government money to pay this 
witn. The money beloiigs to our Government, and it would only be 
taking it by a little different route than it would by an ordinary 
appropriation. 

The Attorney General. Yes, sir; and vou take the Government 
money to pa. all the obligations and debts of the Sugar Equalization 
Board. 

Mr. TiNCHER. And of the Grain Corporation ? 

The Attorney General. Certainh . 

Mr. VoiGT. General, could not the President take care of this out 
of his emergency fund ? 

The Attorney General. No, sir; it is not available to him any 
further. 

Mr. McKiNLEY. General, } ou said it was too late now for the 
President to direct the board. Why is it? 

The Attorney General. Because the McNars' Act stopped that 
power on December 31, 1920, under its terms. It says he mai 
authorize and direct them to do these things up to December 31, 1920. 
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Mr. VoiGT. General, how could you have limited these people, if 
they had gotten all of this sugar to this countn , to a profit or com- 
mission of 1 cent a pound ? 

The Attorney General. B;^ the fear of prosecution for profiteer- 
ing under the Lever Act. 

Mr. VoiGT. I am informed that importers of sugar were not limited 
to 1 cent a pound. I understand that they could buy and sell at 
any price they could get. 

The Attorney General. American importers in this market ? 

Mr. VoiGT. One of these gentlemen here this morning, whom I 
take is convei:3ant with the sugar trade, made that statement to me. 

The Attorney General. If any American dealer had bought 
sugar, we will sa^ , for 10 cents abroad and brought it into this country 
and sold it for 20 cents, we would have given him a run for it in the 
courts. 

Mr. VoiGT. Suppose he had sold it for 13 cents ? 

The Attorney General. If it had been a fair and reasonable 
price, we would not and could not have touched him. 

Mr. VoiGT. Then you did not make a hard and fast rule limiting 
the importer to 1 cent a pound profit? 

The Attorney General. I do not know how far that rule worked, 
but if the deal had been consummated in a wa; that we could show 
an unreasonable profit having been made within the jurisdiction of 
the United States, we could convict under the Lever law. I do not 
know whether we ever had a test case on importers; I do not recall 
that. 

Mr. VoiGT. I can not understand if successive dealers in sugar were 
limited to a profit of 1 cent a pound how the retail price could have 
gone up to 30 cents a pound. 

The Attorney General. Well, it was hard to understand; I will 
admit that. That was the reason we piu^ued so many of them with 
indictment; that is t]ie reason we tried to enforce a regulation against 
sales within the trade. There were cases— undoubtedly there were 
many, many sales of the same sugar over and over again, within the 
trade, and each fellow took his profit out. That was before we tried 
to enforce the regulation of selling within the trade. 

Mr. Purnell. The price in Louisiana affected it materially, did it 
not, General ? 

The Attorney General. I think the action of the department in 
regard to Louisiana sugar had a good deal to do in keeping the price 
down. You have heard me on that subject before. It would have 
been very much worse if we had not done what we did. 

The Chairman. The suggestion has been made that the loss be 
made good because of the inability of the Government to lift the 
embargo. 

The Attorney General. That was really what caused the loss — 
the failure to get the sugar out of the Argentine. 

The Chairman. How do you find it possible to contend that the 
Government should be held liable for all the acts of any of its depart- 
ments or any employees of the departments who fail to carry out 
certain arrangements? 

The Attorney General. If without any fault of either the Gov- 
ernment authorities or the persons with whom they are dealing, an 
arrangement failed which resulted in a loss to the parties with whom 
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the Government was dealing, I think that equity requires that the 
Government should protect them. 

The Chairman. That is, if the Government had entered into a 
contract ? 

The Attorney General. Of course, if the Government had en- 
tered into a contract which guaranteed these people against loss, 
they probably would not have to come to Congress to get the money. 

The Chairman. No. 

Mr. McLaughlin of Midhigan. Yesterday, when Mr. Glasgow was 
here, some way I got the impression that the Department of Justice 
took over the Sugar Equalization Board. 

The Attorney General. I do not think Mr. Glasgow admitted 
that. . 

Mr. McLaughlin of Michigan. He said the Department of Justice 
never took over the Sugar Equalization Board; that they had nothing 
to do with it at all, but that the President did direct the Department 
of Justice, under authority he had from Congress, to take over the 
Sugar Equalization Board, and I asked him if that was in writing, and 
he continued and said: '^I say the authority was by act of Congress, 
which gave the President the right to direct the Department of Justice 
to assume the duties of the Food Administration, and that is in writ- 
ing from the President to the Department of Justice; and the Depart- 
ment of Justice having been designated by the President under the 
authority of law to assume the duties of the Food Administration, and 
sugar was one of the necessities and therefore came imder his juris- 
diction under that authority, that he had nothing to do with sugar.'' 
And Mr. McKinley asked why he could do it by running the Sugar 
Board, and Mr. Glasgow said, ''If you wish me to answer that, I would 
say, why, he could not; that is what we think.'' 

The Attorney General. Who does he mean, the President ? 

Mr. McLaughlin of Michigan. Yes. 

The Attorney General. That the President could not run the 

:ar? 
'. McLaughlin of Michigan. Why he could do it by running the 
sugar — ^he could not do it under the authority he had given to the 
Department of Justice. The Department of Justice could not run it 
and the President could not run it under that authority. 

The Attorney General. The President under section 2 of the 
Lever law could use any agency he saw fit, and he could control the 
Sugar Board absolutely because he wa3 the sole stockholder of it. 

Mr, McKinley. Why could he not, if he had this power under sec- 
tion 2, use the Sugar Board last April ? 

The Attorney General. He could have done so last April. I said 
that in my statement. He could have done so, but he just did not. 
If he had at that time directed the Sugar Board to take over his plan, 
which he could have done and they would have had to do it, and they 
say they would have done it, this loss would have resulted to the 
Sugar Board. 

Mr. McLaughlin of Michigan. It occurs to me that the Depart- 
ment of Justice is exceeding its authority in making — ^well, they did 
not make a contract, but in the transactions carried on with these 
different parties, there is a good deal of evidence that they acted 
beUeving that the department had authority, and their entire trans- 
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action was considerably embarrassed by the act of the Department of 
Justice and the State Department, and altogether the question is 
whether the Government is morally bound to save these outside 
parties from loss resulting from direction by the department and 
mterference by the department with their transactions and oppor- 
tunities which they might hare had to make themselves whole. 

I am a great behever in the idea that the Government ought not to 
ask individuals to lose money on account of any failure the Govern- 
ment is guilty of. I think the Government ought to observe every 
moral obligation just as strictly, and even more so, than legal obliga- 
tions. I am quite in sympathy with this resolution before this com- 
mittee, although I admit I am not able to learn very much about 
what actually took place in the Department of Justice. 

Mr. HtHLiNGS. Mr. Chairman, is there anybody anywhere who can 
show us how much profit these people made on the 5,000 tons that 
they did handle ? 

The Chairman. I believe not. But I believe that parties can 
testify to that. I do not recall any such evidence yet. 

The Attorney General. The resolution contemplates they shall 
make no profit on the transaction from the beginnmg, or any part 
of it. 

The Chairman. If they are entitled to the loss, they are entitled 
to the profit as well as their loss. 

The Attorney General. Of course, if they have to suffer the 
loss they will take the profit. 

The Chairman. We have all had experience in Congress, and we 
know part payment may come up for further payment. Mr. Lever 
stated on the floor that one bill had been paid tnree times. Is this a 
forerimner of what is coming, and is this to open the floodgates in 
this country ? 

The Attorney General. It would be perfectly unconscionable to 
have this transaction taken over by the Sugar Board and then a 
claim made of profits on the 5,000 tons disposed of. They have no 
such purpose, of course. 

The Chairman. I have a good deal of sympathy with these people 
and would like to see something done for them, but I am afraid that 
this will be a furerunner and will open the floodgates, and instead 
of millions it will be billions before we get through. 

Mr. McLaughlin of Michigan. Only one question further: This 
resolution says that the President is authorized to reauire the Sugar 
Equalization Board, etc. The McNary act authorized the President 
to require the Sugar Equalization Board to do so and so; but the 
Presiaent did not act. This is the form in which these matters are 
alwavs put through. We never require or demand the President to do 
anything. We authorize the President; we command others, but not 
the President. What assurance have we that if this passed, General, 
in the form the McNary bill was passed authorizing the President to 
act, that he will act ? 

The Attorney General. I do not know that you would have 
any, except the fact that this is a joint resolution ana can not become 
a law without the signature of the President, and I should think if he 
would sign the joint resolution authorizing him to do this thing he 
would carry it out. 
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Mr. McLaughlin of Michigan. He signed the McNary bill ? 

The Attorney General. Yes, but I have explained that the 
McNary bill only gave him the right to do it up to Deceniber 31, 1920. 

The Chairman. That is because we limited it to that one particular 
ciop; it was not necessary to extend it beyond that date. 

The Attorney General. Oh, no; that is true. 

Mr. McLaughlin of Michigan. Would it be proper to have this 
resolution run directly to the Sugar Equalization Board, and say 
nothing about the President, directing the Sugar EquaUzation Board 
to do so and so ? 

The Attorney General. The Sugar Board, Mr. McLaughlin, is, 
after all, the President's creature. The Sugar E(][ualization Board 
is not mentioned in the law at all; it was a corporation formed by the 
President under the power given to him to use any agency he saw fit, 
and he issued an Executive order that the corporation should be 
formed, and he became the sole stockholder of it. If you direct the 
Sugar Equalization Board to do it, I suppose it would have the same 
effect. You have got to have the President's approval anyhow. The 
President has got to approve the bill, and it does not seem to me it 
would make inuch difference which way that is done. 

Mr. PuRNELL. What do you say to the proposition. General, that 
a greater loss wil! be suffered now if this resolution is passed than 
would have been suffered if the board had been authorized by the 
President months ago to take over the transaction ? 

The Attorney General. That would not be so; that would not 
be true, because the Sugar Equalization Board was unwi^Ung to take 
oyer the transaction. If the President had authorized it at the begin- 
ning, that is, in April or May, 1920, and the Sugar Equahzation Board 
had had the transaction from the beginning, they might have dis- 
posed of this matter when the loss would be less than now. 

Mr. PuRNELL. That is what I meant. 

The Attorney General. Certainly, that would be true, but that 
the difficulty is inherent in the situation. I do not see any way to 
avoid that consequence. 

The Chairman. We are very grateful to you. General Palmer. We 
will noV hear Mr. Post. 

STATEMENT OF MB. JAMES H. POST, OF B. H. HOWELL, SOIT 

& CO.. NEW YOBK CITY, N. Y. 

The Chairman. Please state your name and business. 

Mr. Post. My name is J. H. Post; partner in the firm of B. H. 
HoweU, Son & Co., sugar commission merchants of New York. 

The subject has been so fully covered that I hesitate about taking 
any of your time to go over the details, but if you would like to ask 
me any questions I would be very glad to try to answer them. 

Mr. PuRNELL. I would like to ask a question as to what net profit 
was made on the 5,000 tons ? 

Mr. Post. It was soM at 2 cents a pound above the cost, according 
to that agreement, a part of which has been paid for. There will be 
no profit in it, because we are very willing to give up the profit and aU 
expenses. 

Mr. PuRNELL. I understand you are willing to give up your profit 
on that provided this resolution passes, but, iiTespective of this 
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resolution, I do not understand what profit has been made up to this 
time on the sales made. 

Mr. Post. There has been very little actual profit. The sugar was 
sold at 21.30, according to the department's instructions as issued at 
that time. Some of the people had taken the sugar; some of them 
had not taken it; some of them have not been able to pay for that, 
but that, of course, we have guaranteed. Out cf this 1 cent a pound 
w;e had, we had to bear all the expenses of the distributing; we guar- 
anteed the credit, and unfortunately the collapse in the sugar market 
has made it impossible for some people to tafce the sugar or pay for 
it. But that does not enter into thi^. 

Mr. PuRNELL. It enters into it very materially, it seems to me. 

Mr. Post. There is possibly a thousand tens in that respect. 

Mr. VoiGT. You wculd be willing to have this matter adjusted on 
the basis of 2 cents a poinid ? 

Mr. Post. One cent a pound was our profit, and out of that we 
were forced to pay all the expenses and taxes and everything in con- 
nection with it. 

Mr. VoiGT. I understand that the American Trading Co. has made 
a cent a pound also? 

Mr. Post. Yes; less expense, etc. ; I suppose there is about a quarter 
of a cent net per pcund profit in it. It seems to me very little, and 
we woiild not have undertaken it except as a sense of duty,- and we 
are on record in that regard. We did not want to take it, but did 
seem at the time that it would be helpful. The Cuban crop was 
only supposed to be 3,000.000 tons at that time. Prices were ad- 
vancing very rapidly. The price did attract sugar here from Java, 
Czechoslovakia, and from all over, and that is what broke th6 market. 
Grocers bought it and the refiners bought it. 

Mr. VoiGT. Did ycu not sell this 5,000 on the basis of making a 
cent a pound net? 

Mr. rosT. That was added into the price of 21 cents. 

Mr. VoiGT. Twenty-one cents net, or less expenses ? 

Mr. Post. Our expenses had to come out of that. 

Mr. PuRNELL. Wnat was said, if anything, about eny^ loss which 
you might suffer ? 

Mr. Post. It did not occur that there would have been any loss 

Eossible, and there would not have been if the export license had 
een secured promptly. The grocers were ready for it, as were also 
the canners and manufacturers, and they had been asking the de- 
partment to secure the sugar for them. 

Mr. RiDDiCK. As an experienced business man, do \ou not know- 
that where there was room for profit there might also be room for 
loss ^ 

Mr. Post. It seemed to be so well protected from the fact that there 
were so man> who were so glad to take it 

Mr. RiDDiCK. Is it not a well-known business axiom that where 
there is room for profit there might also be room for loss ? 

Mr. Post. It did not occur to us in this case, and we thought we 
would surely get expenses at least in doing the business. 

Mr. RiDDiCK. I can not see how an experienced business man 
would look at a matter as having no possibility of a loss. 
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Mr. Post. The way to put it is that we could see no possibility of 
a loss, but something occurred that shows that we acted on our 
judgment and there was a loss. 
' Mr. McLaughlin of Michigan. Who did the purchasing of the 
sugar in Argentine ? 

Mr. Post. The American Trading Co. and their representatives in 
Amentine. 

Mr. VoiGT. Did you need a Government license in order to purchase 
sugar? 

Mr. Post. All the sugar merchants say we did not need any addi- 
tional license to purchase sugar abroad, and we so understana it. 

Mr. VoiGT. But was any license necessary in order to import sugar ? 

Mr. Post. I think that it would have been interpreted that way, 
that all the sugar merchants were under licenses, not licensed, but 
had been for several years past. 

Mr. VoiGT. While you were under license, did you always take a 
cent a pound profit on sugar that you sold ? 

Mr. Post. This is the only transaction we have ever made in 
sugar for our own account. We represent the sugar producers and 
the sugar refiners, and therefore we never buy or sell sugar for our 
own account. We did this at the request of the Department oi 
Justice, and we agreed to distribute it as they might direct. That 
is all a matter of record. 

Mr. McKiNLEY. Would it not be well, Mr. Post, to put in the 
record that the Government used two agencies — that it used the 
agency of the American Trading Co. to buy and you to sell ? 

Mr. Post. Yes, sir; it is in the record. 

Mr. TiNCHER. And each were paid the cent ? 

Mr. Post. Yes, sir. 

Mr. TiNCHER. That meant 2 cents ? 

Mr. Post. Yes, sk. 

The Chairman. Is that the agreement with the Department of 
Justice ? 

Mr. Post. We left it with them to say. 

The Chairman. It has been stated that it was 1 cent a pound, but 
it now develops that it was 2 cents a pound. 

HMr. Post. Call it commission or profit — it was stated by the 
department that each party was to have 1 cent a pound for th§ir 
services. 

The Chairman. Then that is 2 cents a pound profit instead of 1 
cent ? 

Mr. Post. Our particular profit was 1 cent. 

Mr. PuRNELL. Could not one of these concerns have handled the 
transaction in full and made that saving ? 

\i Mr. Post. The American Trading Co. are importers and exporters, 
and we are distributors for the dinerent companies which we repre- 
sent. 

Mr. PuRNELL. And they could not distribute the sugar ? 

Mr. Post. Not so well. 

Mr. PuRNELL. Did you get those channels of distribution from the 
Department of Justice ? 

^ Mr. Post. They suggested the names. We had all the channels 
for distributing. We sell about 3,000,000 barrels of refined sugar 
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every year through our office. We are next to the largest distributors 
of refined sugar in the country. 

Mr. PuRNELL. This is not a good grade of sugar? 

Mr. Post. No; it was not equal to the American granulated, but 
it was a high grade, testing 98 to 98^. 

Mr. PuRN:pLL. You would have had to refine it ? 

Mr. Post. It could be used in the way it came here for preserving 
and canning and various manufacturing purposes. At that time, 
of course, they could use it on their tables, because sugar was very 
scarce. 

Mr. PuRNELL. What would that sugar be worth if put on the 
market now just as it is? 

Mr. Post. About 6i to 7 cents. 

Mr. PuRNELL. What was the price paid for it ? 

Mr. Post. It averaged, I think, about 13^ cents. It was bought 
at various prices at interior points in Argentine. 

Mr. PuRNELL. Laid down in New York it cost 21.31 ? 

Mr. Post. Yes, sir; this is included in the 2 cents. We submitted 
the schedule to the Department of Justice, and they approved it all 
the way through. 

Mr. McKiNLEY. Mr. Post, will you not make it clear whether you 
made a cent profit or whether out of the cent came certain expenses, 
and, if so, what percentage of the cent went to expenses? 

Mr. Post. It is hard to figure exactlv. We have a very large or- 
ganization, and, of course, we paid all the expenses. We expected to 
pay the Government excess-profit tax, if there was any, so that it 
brought it down, I suppose, to about a half cent a pound, possibly, 

Mr. RiDDiCK. You said a quarter cent a few minutes ago. I think 
you have not made that clear; you have not, at least, to me. 

Mr. Post. I can not figure it exactly. 

Mr. RiDDiCK. There is quite a difference betweeli a cent, a half, and 
a quarter. 

Mr. TiNCHER. You have stenographers and you have an organiza- 
tion, clerks, etc., to whom you pay salaries? 

Mr. Post. Yes, sir. 

Mr. TiNCHER. And then you contemplate paying the Government 
excess profit ? 
•Mr. Post. We hope to. 

Mr. TiNCHER. And, of course, when you get through you do not 
expect to have over a quarter or a half cent profit ? 

Mr. Post. That is it. 

Mr. McLaughlin of Michigan. Your contract was to distribute the 
sugar throughout the country. You say you are not able to force 
them to take the sugar ? 

Mr. Post. In a few cases they are not able to take the sugar. The 
Department of Justice was overwhelmed with appeals for sugar from 
some source, and they came to New York to the refiners, canners, and 
preservers. 

Mr. TiNCHER. Those contracts are still in force between your people 
and the people throughout the country ? 

Mr. Post. Yes. 

Mr. TiNCHER. Are any of them enforceable ? 

Mr. Post. We think they are; yes, sir. 
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Mr. TiNCHER. Is that to be taken into consideration if this resolu- 
tion should become law ? 

Mr. Post. Yes; I should think they would try to enforce those 
contracts. 

Mr. McKiNLEY. I do not understand that any part of the 9,000 tons 
have been sold on such contracts, but that 5,000 tons have been dis- 
posed of and has all gone out ? 

Mr. Post. It has, not all gone out; there is some of it in bonded 
warehouses. 

The Attorney General. There are 9,000 tons to be disposed of ? 

Mr. Post. Yes, sir. 

Mr. PuRNELL. For the surplus left there has been no contract ? 

Mr. Post. No, sir. 

Mr. TiNCHER. I want to follow this profit up just one step further. 
The 1 cent is what is ordinarily termed the net profit ? 

Mr. Post. It has varied. During the last year there have been 
different conditions. 

Mr. TiNCHER. I understand the profit of 1 cent you said was not 
all net. You offset as against* that the expenses oi continuing your 
organization or continuing your business and excess-profit tax, but 
in the ordinary business transactions, buying and sellmg sugar, that 
would be considered as 1-cent profit ? 

Mr. Post. Yes, sir. 

Mr. McKiNLEY. Would it be 1-cent profit or a commission ? 

Mr. Post. We called it commission; that is what they as«5i^ned 
it to us at. 

Mr. McKiNLEY. Profit is something you make, is it not? [No 
response.] 

Mr. YoiQV, Would you be willing, if this resolution should pass, 
to credit the Sugar Equalization Board with 2 cents a pound on the 
5,000 tons that you have disposed of ? 

Mr. Post. I am sure we would be; yes, sir. 

The Chairman. What was the amount that was imported al- 
together — the total ? 

Mr. Post. Thirteen thousand nine hundred and two tons, I be- 
lieve it was. 

The Chairman. And 5,000 tons have been sold ? 

Mr. Post. Yes, sir; about 5,000 tons. 

The Chairman. Leaving 8,902 tons unsold ? 

Mr. Post. Yes, sir. 

The Chairman. You would deduct 5,000 from 13,902 and then 
expect the Government to pay the loss on the remaining 8,902 tons? 

The Attorney General. No. 

The Chairman. Let us find out. Is that what the Attorney 
General suggested ? 

The Attorney General. Oh, no; Mr. Chairman. 

. The Chairman. I might say, less the profit made on the 5,000. 

The Attorney General. That is just taking over the entire 
transaction from the beginning. 

The Chairman. Are we to oe held responsible for bad bargains 
made in the past and take over everything ? 

The Attorney General. The 5,000 tons was not a bad bargain, 
that is to your advantage. ' 
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The Chairman. The loss on the 5,000 tons which have been sold? 

The Attorney General. No, no ; there is no loss on that. 

The Chairman. Is the 5,000 tons to be eliminated entii'elj? 

Mr. Post. It will be accounted for in the transaction with the 
Sugar Equalization Board. 

The Chairman. The profit on 5,000 tons will be credited on this 
loss? 

Mr. Post. It is to be credited. 

The Chairman. Is it 2 cents a poimd or 1 cent a pound, or what? 

Mr. Post. I understood we would not take any profit or commis- 
sion; we give all our services and our expenses, and this would be 
credited to the Sugar Equalization Board. 

The Chairman. Then, what will the profit be on the 5,000 tons? 

Mr. Post. About $200,000. 

The Chairman. You would deduct $200,000 ? 

Mr. Post. Yes, sir. 

The Chairman. From the net loss on the 8,902 tons? 

Mr. Post. On the whole transaction. 

The Chairman. Well, ^' whole transaction'' — the other part has 
been disposed of? 

Mr. Post. Yes, sir. 

The Chairman. And there are only 8,902 tons left ? 

Mr. Post. Yes, sir; that is all. 

The Chairman. You would dispose of the 8,902 tons and whatever 
the loss incurred would be made good by the Government ? 

Mr. Post. By the Equalization Board. 

The Chairman. It is the same thing? 

Mr. Post. Yes, sir. 

The Chairman. So $200,000 is to be deducted from the loss in- 
curred hereafter. Is that right ? 

Mr. Post. Yes, sir. . 

The Chairman. Do the other gentlemen acquiesce in that? 

Mr. Frankun. Yes, sir; all the profits in our transaction go od 
the sale of the 5,000 tons — are to go to the Sugar Equalization Board, 
and the transaction turned over to them. The transaction is treated 
as a whole; there is no profit. 

The profit on that transaction, whatever it may be which we 
estimate will be nearly $200,000, will be turned over to the Sugar 
Equalization Board. 

The Chairman. I asked Mr. Post the direct question, and he 

answered ? 

Mr. Franklin. Yes, sir. 

The Chairman. And you all acquiesce if the $200,000 is to be 
deducted from the loss on the 8,902 tons ? 

Mr. Frankun. Quite right. 

Mr. TiNCHER. Before the hearing closes, I want the record to show 
that at the time I was questioning General Palmer, I did not know of 
any arrangement for a 2-cent profit, or of a double 1-cent profit, and 
I did not so imderstand it; and hence inv questions concerning the 
1-cent profit and the amount of money 1 had figured out would be 
the profit on the 1 cent are inaccurate for the reason that I have 
since learned from this Avitness that the profit is 2 cents, or two 
1-cent profits. 
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The Attoeney General. I thought we all understood that, that 
each of these parties had the 1-cent profit. I thought that had been 
made clear. 

Mr. TiNCHER. I did not understand it at the time, and I did not 
know that there was a 2-cent profit until this witness so stated. 

The Chaibman. I understood there was to be 1 cent profit each — 
one is a f oreim and one a domestic corporation ? • 

Mr. Post. No, sir; both are foreign representatives, but they 
have representatives in Argentine who purchased this sugar. 

The Chairman. All profits are to be limited to 1 cent each. The 
Attorney General has made it clear. 

Mr. Post. They would have a fair margin of profit, and that price 
varied from 2 to 3 and 4 cents a pound; it varied with the market 
conditions, from people who imported sugar. 

The Chairman. Why were the importer^ allowed an additional 
profit ? 

Mr. Post. Because they went all over the world and bought this 
sugar and brought it here. 

The Chairman. When we speak of net profit, it does not make any 
difference where you got it. 

Mr. Post. The market kept advancing from time to time, and they 
were able to get a profit on part of the business, and that will be 
allowed as a credit. 

The Chairman. Whether 100 per cent or 1 per cent, the net 
would be the same. Why was that discrimination between the two ? 

Mr. Post. I do not know the way it was interpreted. I suppose 
the law was interpreted that way. We have never imported any 
sugar. 

The Chairman. I understand you are familiar with the regulations 
made. I am not questioning it; I am simply trying to get informa- 
tion as to why the discrimination was made. There may be some 
good reason for it. 

Mr. F]RANKLIN. As a general importer and exporter, I can just say 
that the reasons for that are these, that in buying sugar from foreign 
countries it is necessary to take a credit risk in those foreign countries 
from whom you buy; and you guarantee to deliver liere. You 
guarantee not only to deliver here, but you guarantee to deliver at a 
specific time. You take the risk of transportation from the inland; 
you take the credit risk; you take the risk of ocean transportation; 
and you take the risk of no delay, insurance, and so on in getting the 
commodities in. 

The Chairman. Do you insure ? 

Mr. Franklin. Yes, sir. 

The Chairman. So that is added to the cost? 

Mr. Franklin. Yes, sir. I am talking about the general import- 
ing business now as to why there is a larger profit usually allowed by 
not only the Government, but I mean it is recognized as proper 

f)rofit in a commercial sense, and in that way there was probably a 
arger profit obtained for importers than for the ordinary man who 
sells sugar in the United States from one person to another. 

The Chairman. The importations, I take it, were in large quanti- 
ties, and where the expense of insurance is included, it would amount 
to the same? 
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Mr. Franklin. Mr. Chairman, you can not insure all the risk you 
take. You can not insure against the man for whom you are pur- 
chasing and the failure of that. You can not insure against the ship- 
ment arriving down at the port by the time the boat is going to get 
there. You can not insure a great many risks. 

The Chairman. Up to what percentage does the insurance carry? 

Mr. Franklin.* The marine insurance will carry you to the full 
extent of insurance after you get it on the boat, as against loss on the 
boat, but you can not insure all the other risks in the business. 

The Chairman. The regulation allowed a larger profit to the im- 
porter than to the domestic distributor? 

Mr. Franklin. Yes, sir; it is not a question of regulatioa, Mr. 
Chairman. 

The Chairman. The license amounts to the same thing? 

Mr. Franklin. Yes, ilir. I think, so far as our case is concerned, 
it rests with you, unless you want something else from us. 

Mr. TiNCHER. I think we ought to go into the details. There is 
one letter in the record written by the assistant Attorney General 
that I think it requires his personal presence before this committee 
before we ought to take action on this matter. In that letter — ^I do 
not know the exact contents — ^but he says to one, or perhaps both, 
of the corporations that he does not see much prospect for them 
taking a loss in this matter — '*if you handle it in this way, that you 
will not have much prospect of taking a loss.'' 

If the man having personal, direct charge of these matters were 
dealing with these men on the basis of this $600,000 profit, and tak- 
ing chances of taking a loss, as that letter would indicate, or if there 
is some explanation, that ought to be made concerning this letter, 
I think he ought to be here; at least, I would feel better, before I 
voted on the proposition, to have him here. 

Mr. Armstrong. If you will note the date of that letter, it will 
clear up your difficulty. That letter was written after we learned 
that the embargo had not been lifted, and after the delay which 
threatened the loss had occurred. 

Mr. TiNCHER. This is Howard Figg writing that letter — the gentle- 
man whom General Palmer says had personal charge of the transac- 
tion, and he simply acted, after the conferences on his reports, and I 
would feel better, as a member of tliis committee, if I was permitted 
to talk to Mr. Figg awhile. 

Mr. Post. May I explain the whole paragraph? That letter was 
WTitten on August 2, and it was at that time we were endeavoring to 
get the permission for the resale of the sugar in the Argentine. He 
put in that last paragraph of the letter there simply to help us in our 
anxiety to get rid of a loss, which was entirely apparent to us at that 
time, but he thought later on the market might improve and that we 
might not have that loss. 

The Chairman. The importation was 13,902 tons, and you sold 
5,000 tons, which leaves 8,902 tons. Was that 2,000 pounds to the 
ton, or was it long tons ? 

Mr. Franklin. It was 2,240 pounds to the ton. 

The Chairman. Now, what is the value of it ? As near as we can 
figure it, on January 10 the cost of that 13,902 tons is 86,061,737, 
Have you got it reduced to pounds there ? 
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Mr. Franklin. That is 31,156,000 pounds. I could work that 
out — it is about 19^ cents. 

The Chairman. Mr. Post stated it was 13^. 

Mr. Franklin. Oh, no 

The Chairman (interposing) . Is the purchase price added to that ? 

Mr. Franklin. It is about 19^ cents, as it stands to us to-day — the 
remainder of the sugar in New York. 

The Chairman. So it cost you 19^ cents, including all expenses, 
freight, agency, and all ? 

Mr. Franklin. As it stands in New York to-dav. 

The Chairman. That adds profit? 

Mr. Franklin. No, sir; that is net. 

The Chairman. And what is it worth to-day ? 

Mr. Franklin. It is worth to-day, Mr. Post said, about 6^} to 7 
cents. 

The Chairman. You would base the price on to-day's market ? 

Mr. Franklin. That is practically to-day's market. 

The Chairman. That leaves you 13 cents on 8,902 tons of 2,240 
pounds each ? 

Mr. Franklin. Yes, sir! 

The Chairman. How many pounds? 

Mr. Franklin. Two million five hundred and fifty-two thousand. 

The Chairman. How did you lose 81,800,000 ? 

Mi\ Franklin, It all depends, Mr. Ward, on how this is going to 
be handled. If we rerefine this sugar here to bring a much higher 
price — I would just like to make this statement as it stands here, 
and I think this will clear up, possibly, Mr. Haugen's difficulty on 
the situation right now. 

The original sales price was 21.30, less 2 per cent, and we sold on 
that price 5,100 tons, approximately 5,000 tons. Against these sales 
there have been delivered actually 3,700 tons, for which, after 
certain adjustments which had to be made, we have realized, or will 
shortly realize, $1,565,590. There is still to be delivered on the old 
contracts approximately 1,400 tons, at 21.30, less 2 per cent, or 
$665,240. This leaves a balance, mostly unsold and in the course 
of conversion into American refined granulated, 8,800 tons, at 7J 
cents, if actually reconverted into American refined sugar, which is 
the best way, as near as the sugar people in New York understand, to 
actually dispose of this sugar. 

These figures show a shrinkage, if taken at the lowest price which 
Mr. Haugen has taken, as 6i cents, or $2,335,000, against which you 
have a profit on the other transaction. But that figure must be 
reduced somewhat by the fact that a portion of the melted sugar 
had already been delivered against previous contracts. 

That gives, as near as can be figured to-day, the exact status of this 
situation; and as we figure it, there will be a loss there, when finally 
liquidated, of about $2,000,000. 

The Chairman. If you have 8,902 tons, you have 19,940,480 
pounds, at 13 cents a pound, would be $2,592,262, would it not? 

Mr. Franklin. We are sure of the figures I gave you there in the 
record, Mr. Haugen; but, of course, we will submit to the Sugar 
Equalization Board, in case this resolution goes into effect, the 
entire statement of all accounts and the entire transaction, under 
certified accoimtants covering the whole matter. 
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The Chairman. At any rate, the profit on 5,000 tons is to be 
deducted from the loss. 

Mr. VoiGT. What is the capital and surplus of your company, 
approximately ? 

Mr. Franklin. About $10,000,000. 

The Chairman. The Government has a board with power to 
liquidate these questions. Have you been before that board ? 

Mr. Franklin. We have not taken any steps. We have appeared 
before you here on the suggestion of Mr. Glasgow and the Attorney 
General. We have not been before any board at all. 

The Chairman. Would not that be the proper board to go before, 
inasmuch as that board has been established and created by the 
President ? 

Mr. Franklin. As I understand it, Mr. Chairman, at the time 
that we appeared before the Sugar Equalization Board, the Attorney 
General and Mr. Glasgow discussed this question more or less infor- 
mally, and.it was then said that the only way we could get our money 
back through the Sugar Equalization Board was to appear before 
Congress and get an act passed; and we believe that that is the best 
method to follow. 

The Chairman. Will it be possible to get Mr. Figg here? 

Mr. VoiGT. I would make a motion that the chairman send a tele- 
gram to Mr. Figg requesting him to appear before the committee 
to-morrow mornmg, ii it is possible for him to come, and that the 
committee recess until such time as the chairman and the parties at 
interest may hear from Mr. Figg and agree on the time. 

(The motion was carried.) 

The Chairman. The committee will adjourn subject to call. 

(Thereupon, at 1 o'clock p. m., the committee adjourned to meet at 
the call of the chairman.) 



Committee on Agriculture, 

House of Representatives, 

Monday J January SI, 1921. 

The committee met at 10.15 o'clock a. m., Hon. Gilbert N. Haugen 
(chahman) presiding. 

The Chairman. The Chair lays before the conunittee House joint 
resolution 444, authorizing the President to require the United 
States Sugar Equalization Board to take over and dispose of 13,902 
tons of sugar imported from Argentina. 

Is Mr. Figg here ? We will hear from you, Mr. Figg. 

STATEMENT OF ME. HOWABD FIGG, FORMEBLY SPECIAL 
ASSISTANT TO THE ATTORNEY GENERAL. 

Mr. Figg. Mr. Chairman and gentlemen of the committee, 1 have 
read the testimony that has been given bv other witnesses before 
this committee, and I do not know that I have anything to add to 
what has been said. It seems to me the testimony has been quite 
full and accurate in almost all details. I understand that there are 
some questions that the committee would like to ask me, and I 
should be very glad to answer those if possible. I think you will 
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unquestionably obtain more information from me through asking 
questions than through my attempting to make a statement. 

Mr. McLaughlin of Michigan. Mr. Figg, this matter of food 
control, including sugar, was turned over to the Department of 
Justice by the Food Administration by order of the President ? Is 
that right? 

Mr. Figg. That is correct, by proclamation of the President; yes, 
sir. 

Mr. McLaughlin of Michigan. Have you that proclamation with 
you ? 

Mr. Figg. I have; ves, sir. 

Mr. McLaughlin of Michigan. I would like to have you read the 
portion of it that refers to tnis matter and under which you claim 
authority to administer sugar, and particularly to purchase sugar as 
you did m this case. 

Mr. Figg. May I add just a word there before reading the procla- 
mation ? 

Mr. McLaughlin of Michigan. Yes. 

Mr. Figg. The proclamation deals directly with the transfer of the 
powers of the Food Administrator to the Attorney General, and in 
that transfer of powers all formisr powers that Mr. Hoover had as 
Food Administrator were transferred to the Attorney General. 

Mr. McLaughlin of Michigan. And only such powers as Mr. 
Hoover had as Food Administrator? 

Mr. Figg. At that time; yes, sir. 

(The witness thereupon read the proclamation referred to, which 
is here printed in full, as follows:) 

No. 1542. 

TBANSKERRINO TO THE ATTORNEY GENERAL THE POWERS AND AUTHORITY HERETOFORE 
HELD BY THE FOOD ADMINISTRATOR EXCEPT THOSE RBI-ATING TO WHEAT AND WHEAT 
PRODUCTS, WHICH ARE TRANSFERRED TO JULIUS H. BARNES. 

By THE President of the United States of America. 

A PROCLAMATION. 

Whereas under the authority of an act of Congrees entitled "An act to provide 
hirther for the national security and defense hy encouraging the production, con- 
serving the supply, and controlling the distribution of food products and fuel, " there 
was created by Executive order, dated August 10, 1917, a governmental organization 
known as and called United States Food Administration, and 

Where as Herbert Hoover was appointed United States Food Administrator, with 
powdr to supervise, direct, and carry into effect the provisions of said act and the xx)w- 
ers and authority therein given to the President so far as the same apply to foods, 
feeds, and their derivative products and to any and all practices performed and 
regulations authorized or required imder the provisions o)f said act, including the 
issuance, regulation, and revocation in the name of said Food Administrator of licenses 
under said act and in behalf to do and perfoJm such acts and things as were authorized 
or required of him from time to time by direction of the President and under such 
rules and regulations as should be prescribed by the President from time to time; 
and 

Whereas by Executive order of November 16, 1918, Edgar Rickard was authorized 
and empowered during the absence of Herbert Hoover, United States Food Admin- 
istrator, from the United States to exercise the powers and authority delegated to 
Herbert Hoover as United States Food Administrator; and 

Whereas Herbert Hoover has resigned from the office of the United States Food 
Administrator and Edgar Rickard has exercised certain of the said powers and 
authority of the United States Food Administrator until this time; and 
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Whereas it is now desired to transfer the powers and authority of the United States 
Food Administrator in the manner and to the officers hereinafter designated; 

Now, therefore, under and by virtue of the power conferred upon me by the provi- 
sions of said act of August 10, 1917, and of all other acts giving me power in the prem- 
ifles, I, Woodrow Wilson, President of the United States, hereby order and direct as 
follows: 

All acts done and authorized by Herbert Hoover, United States Food Adminis- 
trator, as aforesaid, and by Edgar Rickard, acting for Herbert Hoover, United States 
Food Administrator, as aforesaid, are hereby authorized^ approved, ratified, con- 
firmed, and adopted. 

The powers and authority heretofore vested in the United States Food Administra- 
tor, under the authority of said act of Congress approved August 10, 1917, and the 
Executive orders and proclamations issued thereunder, in so far as they apply to 
wheat and wheat products, are hereby transferred to and shall hereafter be exercised 
by Julius H. Barnes, Chief of the Cereal Division of the United States Food Adminia- 
tration, who shall supervise, direct, and carry into effect the provisions of said act 
and the powers and authority therein given to the President, so far as the same apply 
to wheat and wheat products, and to any and all practices, procedure, and regulations 
authorized or required under the provisions of said act, including the issuance, regu- 
lation, and revocation, in the name of said Julius H. Barnes, Chief of the Cereal 
Division of the United States Food Administration, of licenses under said act relating 
to wheat and wheat products; and in this behalf he shall do and perform such acts 
and things as may be authorized or required of him from time to time by direction of 
the President and under such rules and regulations as may be prescribed by the 
President from time to time; and there is hereby transferred to said Julius H. Barnes, 
Chief of the Cereal Division of said United States Food Administration, all remainine 
records of said United States Food Administration and such of the remaining personnel 
and organization of said United States Food Administration as he may determine 
to continue under him as Chief of the Cereal Division of the United States Food 
Administration as aforesaid. 

All licenses and revocations of licenses and all r^ulations now in force, so far as the 
same apply to wheat and wheat products, shall continue in force until altered or 
repealed by said Julius H. Barnes. 

The powers and authority heretofore vested in the United States Food Adminis- 
trator, under the authority of said act of Congress approved August 10, 1917, and the 
Executive orders and proclamations issued thereunder, in so far as they apply to 
foods, feeds, and their derivative products, other than wheat and wheat products, 
are hereby transferred to, and shall hereafter be exercised by the Attorney General of 
the United States, who shall supervise, direct, and cany into effect the provisions of 
said act, and the powers and authority therein given to the President, so far as the 
same apply to foods, feeds, and their derivative products, other than wheat and wheat 
products, and to any and all practices, procedure, and i^egulations authorized or 
required under the provisions of said act, including the issuance, r^ulation, and 
revocation, in the name of the Attorney General oi the United States, of licensee 
under said act relating to foods, feeds, and their derivative products other than wheat 
and wheat products; and in this behalf he shall do and perform such acts and things 
as may be authorized or required of him from time to time by direction of the President 
and under such rules and regulations as may be prescribed by the President from time 
to time. 

All licenses and revocations of licenses and all regulations now in force, so far as 
the same apply to foods, feeds, and their derivative products other than wheat and 
wheat products, shall continue in force until altered or repealed by the Attorney 
General. 

In witness whereof, I hav^e hereunto set my hand and caused the seal of the United 
States to be affixed. 

Done in the District of Columbia this 21st day of November in the year of our I ord 
1919 and of the independence of the Unitted States of America the one hundred forty- 
fourth. 
[SEAL.l Woodrow Wilson. 

By the President: 

Robert Lansing, 
Secretanj of State. 

Mr. McLaughlin of Michigan. Under the food control act the 
Food Administration had never exercised any control whatever over 
sugar ( Is that true ? 
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Mr. FiGG. That is partially true, Mr. Congressman. Mr. Hoover 
as Food Administrator was one of the directors of the Sugar Equiliza- 
tion Board, and originally when the Sugar Equalization Board was 
formed Mr. Hoover was the active advisory head. That is the only 
direct connection. 

Mr. McLaughlin of Michigan. How long did Mr. Hoover continue 
to funcition in connection with the Sugar Equalization Board? 

Mr. FiGG. He still remains a director of that board. 

Mr. McLaughlin of Michigan. Well, the Sugar Equalization 
Board was created as one of the agencies authorized to be created by 
the President under that act ? 

Ml". FiGG. Yes, sir. 

Mr. McLaughlin of Michigan. And practically the entire control 
of sugar was given to that Sugar Equalization Board, and Mr. Hoover 
had nothing to do with sugar as director of the Food Administration ? 
Whatever he did was as a member of the Sugar Equalization Board ? 
Is not that true ? 

Mr. FiGG. I am not clear on that, as to whether it is entirely true 
or not. Regulations relating to sugar were sent out by the Food 
Administration — I am speaking now with reference to the period of 
the war,. 

Mr. McLaughlin of Michigan. That is, such regulations as the 
Sugar Equalization Board approved and recommended. Now, the 
Sugar Equalization Board had assumed to exercise entire control 
over sugar matters, including the purchase of sugar, and the Sugar 
Equalization Board, with aU that power, believed that it had no 
authority to purchase sugar except by direct authorization of the 
President. That authorization it requested and the President 
failed or refused to ffive. I was wondering where the Attorney 
General^s office in taking over the Food Administration got its 
authority, or why it assumed authority to have anything to do with 
sugar in the way it did have to do with it in this transaction, in 
view of the fact that the Food Administration had never had anything 
of that kind to do with it, had never assumed the authority and never 
believed it had the authority to do it. I was wondering why the 
Attorney General assumed the authority that the Food Administra- 
tion neVer had assumed. 

Mr. FiGG. In explanation of why the Attorney General, or the 
Department of Justice, entered into this transaction I will say that 
we were imquestionablv authorized to provide an adequate supply 
of the necessities of life to the consuming public, if possible. We 
attempted in every way to increase the quantity of sugar available 
for the United States. I am speaking now of the period when there 
was supposedly an acute shortage of sugar in this country and prices 
were mounting. 

Mr. HuLiNGS. For whom are you speaking now ? 

Mr. FiGG. I am speaking for the Department of Justice. I will 
«tart at probably the time this transaction took place, aloi^ in April. 
At that time sugar prices were moimting very rapidly. They were 
mounting for two or three reasons. Primarily, it was because there 
was a sugar shortage, and, secondly, in my opinion, because there 
was a speculative element that had entered into the market, and 
sugar was reaching this country from Cuba at very, very high prices. 



76 SUGAR. 

We could control the margins of profit made in this country, but we 
could not control the price of Cuban raws. After the sugar reached 
our shores we could then take control of it, but we had no authority 
over it before that time. 

Along in April and the early part of May I was visited repeatedly 
by, for instance, the farming element, the agricultural interests, the 
canners, and the large packmg and preserving interests, who stated 
that they were facing the coming crop season, that they had no sugar, 
that they could not contract for the crops, as the result of this sugar 
shortage, and could not we do something to relieve that situation 
so that they could go into the market and guarajcitee to the farmer 
a market for his product 

Mr. McLaughlin of Michigan. I think we are aU familiar with 
the unfortunate condition that existed during that time. I am only 
trying to find out under what theory you assumed control of the 
sugar situation. This proclamation of the President authorized you 
to take over the activities of the Food Administration, except as to 
the grain proposition, all of which was left with Mr. Barnes. Now, 
if the President had wanted you to take over, or intended that you 
should take over, the work of the Sugar Equalization Board or assume 
its authority, do you not think he would have said so ? 

Mr. FiGG. We did take over certain portions of the activities of 
the Sugar Equalization Board, in the fact that we issued and revoked 
sugar licenses. The expense of that part of the organization was 

gaid out of the Sugar Equahzation Board^s funds, by order of the 
resident. 

Mr. McLaughlin of Michigan. But Mr. Hoover had never assumed 
authority to buy sugar when he was director of the Food Adminis- 
tration; that was all left to the Sugar Equalization Board. You 
had no more authority under that act than Mr. Hoover had had, had 
you? 

Mr. FiGG. During his direction as Food Administrator the Sugar 
Board was an inactive organization 

Mr. McLaughlin of Michigan. It was still in existence ? 

Mr. FiGG. Yes; but it had been an inactive organization for a 
year. 

Mr. McLaughlin of Michigan. Why, just about that time it was 
writing the President for authority to buy the Cuban sugar — at that 
very time. 

Mr. FiGG. If you will pardon me, that had been pretty nearly a 
year before. 

Mr. McLaughlin of Michigan. That was during 1919 ? 

Mr. FIgg. They wrote the President in August, 1919. This trans- 
action that we entered into was not until April, 1920. 

1^. McLaughlin of Michigan. But the President's proclamation 
was very shortly after that ? 

Mr. Figg. In November. 

Mr. McLaughlin of Michigan. And at that very time they were 
waiting for a reply from the President to their letter in regard to the 
purchase of sugar. He had not replied; he had not indicated that 
their authority had ceased or that he did not wish them to- function. 
Now I am wondering how the Sugar Equalization Board was divested 
of authority and imder what theory you gentlemen in the Depart- 
ment of Justice assumed that authority ? 
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Mr. FiGG. May I remark right there that the Sugar Equalization 
Board was not ordered — that we did not assume they had been 
divested of any authority. 

Mr. McLaughlin of Michigan. But they did have ample authority, 
and up to that time they were the only board that had assumed to 
exercise any authority to buy sugar. Is not that true ? 

Mr. PiGG. As to bu3dng sugar, yes, directly. Wfe assumed that 
we had the authority, not from the fact that the Su^ar Board had 
been divested of any authority, but that we had been given authority 
by the presidential proclamation, that we should maintain an ade- 
quate supply of any of the necessaries of life and, sugar being one 
that was very necessary at that particular time, we were to use all 
agencies possible to bring sugar into this country. That was our 
interpretation of the law. 

Mr. McLaughlin of Michigan. I do not want to take too much 
time, but I wanted to have it made clear that the Sugar Equalization 
Board was organized for the purpose of taking care of the entire 
sugar situation, and with $40,000,000 in its treasury, with all its 
power, it never conceived that it had authority to buy sugar, because 
it had expressly asked the President to grant authority; and I am 
wondering why you, taking over the food control from Mr. Hoover, 
he never naving exercised the authority that you later exercised — 
where the Department of Justice got the idea that it had the right to 
buy sugar. 

Mr. PiGG. Well, as I tried to state just a moment ago, the Sugar 
Equalization Board asked for an extension of its authority to buy 
susrar 
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Mr. FiGG. Asked the Congress, and that authority was granted 
through the McNary Act on December 31, 1919. 

Mr. McLaughlin of Michigan. That authorized the President 
to direct the Sugar Equalization Board to do it? 

Mr. FiGG. TTie Sugar Equalization Board to buy the Cuban crop 
for the year, 1920. 

Mr. McLaughlin of Michigan. Yes. 

Mr. FiGG. The Sugar Board had not ceased to function as a 
sugar purchasing organization, but they felt that they had no au- 
thority — they could buy the Cuban crop, but they wanted an ex- 
tension of their powers to guarantee them a Ufe after the time of 
distribution of that crop that they might go into the market and 
buy — an extension of the licensing power so that they could buy the 
1920 Cuban crop. 

Mt^ Purnell. Do you not mean the 1919 crop? 

Mr. FiGG. No; the 1920 crop. The McNary Act was passed on 
December 31, 1919, to buy the 1920 crop. 

Mr. McLaughlin of Michigan. In addition to what I have said 

Mr. Young. Mr. Chairman, I think the witness ought to be al- 
lowed to finish his statement. 

Mr. McLaughlin of Michigan. Pardon me; I did not wish to 
intemipt you, Mr. Figg. 

Mr. Figg. As a result, the Sugar Equalization Board felt that they 
could not go into the market and buy that crop without this author- 
ity from the President, the President having received the power 
from Congress, to direct them to buy that crop with the extension 
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of the life of their board for another year. Of course at the time 
they received that authority it was too late to buy the Cuban crop, 
but we in the Department oi Justice were not entering into this matter 
of buying sugar with any idea that it would take an indefinite time 
to dispose oi it. The country was short of sugar and we felt that 
whatever we could bring in, whether it be a thousand tons or a 
hundred thousand tons, was that much in the interest of the Ameri- 
can people. It was at a price less than the then prevailing market 
price of sugar in this country. 

My direction of the distribution of the sugar ^as to the essential 
industries. Our interest was to keep it out of the hands of the 
speculator and out of the nonessential industries, so that it might 

fo to the industries that would be .taking the farmers' crops and so 
e disposing of the sugar in the most logical channels. 
It was a case of acting quickly. We heard the sugar was avail- 
able at a price less than the then prevailing market price and if we 
acted Quickly we probably could get it. Ii the Sugar Equalization 
Board nad been approached — and I might add at tnis point that I 
did not approach them on the subject for the simple reason that it 
would take an indefinite time for them to act, as they had to estab- 
lish a purchasing agency in the Argentine in order to contract for 
this sugar, while we were able to get hold of an agency already estab- 
lished there and we could get very much quicker action. 

We were misled, if you please, to think that we could get the 
permit for export, without any question and we did not think there 
would be any delay as to that. And if there had been no delay 
I think the sugar would have reached this country at a very mucn 
lower price. But there was a month or six weeks delay, probably, 
in the granting of that permit in Argentine that our country had 
been assured would be given on application. When we did get it 
publicity had gone out before it was received. It was stated by the 
newspapers that the Government was bringing into this country a 

treat quantity of sugar, and of course it had reached untold amounts 
y the time the newspapers had played with it a little while and it 
broke the Cuban speculative market and sugar started to be offered 
at very much less immediately after the publication of the notice 
that the Government was bringing in a quantity of Argentine sugar. 

Mr. McLaughlin of Michigan, if I am not taking too much time, 
I would like to have you give in detail this proposition from the very 
beginning — ^how you got in touch with these gentlemen, how you took 
up the matter, and just what was said on each side leading up to this 
transaction. 

Mr. FiGG. I may be just a little uncertain in some of my dates, but 
I will give them as nearly as I can. I think it was about April, 26, 
if I remember correctly, that Mr. Giddings, of the State Department, 
who is coimected with the Foreign Trade Advisor^s office, came to me 
in the Department of Justice stating that there was a quantity of 
sugar in the Argentine available for export to this country. U the 
United States Government would express a desire for that sugar and 
would name a firm or firms to handle it in this country. He asked if 
we would be interested and if we would care to name the firms, and 
as I remember now, I told him that it sounded like a very reasonable 
proposition and one that we ought to consider, that whatever sugar 
we could bring into this country certainly was needed. I requested. 
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I think, the State Department to verify and to gather all the in- 
formation possible from the American ambassador on that subject. 

Mr. Giddings, of the State Department, said that he knew of one 
firm that might be induced to handle the purchasing end, in part if 
not all, depending on the quantity of sugar there. I told him I would 
make an effort to see if we could secure some other commercial interest 
to handle the distribution of the sugar in this country. Mr. Giddings's 
statement to me was that the American Trading Co. had ofBces in 
Argentine, and, he thought, would be glad to handle it. 

At a later date — I have forgotten the- exact date — ^he put me in 
touch with tlie American Trading Co., through their vice president, 
Mr. Franklin, and Mr. Franklin came to see me. 

Mr. McLaughlin of Michigan. Did you ask him to come to see you ? 

Mr. FiGG. The State Department asked him; yes, sir — a Govern- 
ment agency. I did not ask him personally; no, sir. In the mean- 
time I had mterested B. H. Howell & Co., of New York, through Mr. 
James Post, to agree to handle the distribution. 

Mr. McLaughlin of Michigan. Who took the initiative in that ? 

Mr. FiGG. I did. I approached them on the subject, and they were 
willing to go into it if it was an aid to us to do it. 

Mr. PuRNELL. Was that done by letter, by wire, or in a personal 
interview ? * 

Mr. FiGG. Personally. 

Mr. PuRNELL. You went to New York to see them ? 

Mr. FiGG. Yes, sir. I put the American Trading Co. and B. H. 
Howell & Co. in touch with each other. Their arrangements I am 
not familiar with, as to what arrangements they made toward financ- 
ing the handling of the deal, but the arrangement with these firms by 
me was that the American Trading Co. would do the purchasing of 
this sugar in Argentina, and B. H. Howell & Co., under the direction 
of the Department of Justice, would handle the distribution of the 
sugar after it arrived in this country. 

Mr. McLaughlin of Michigan. The usual method of doing that 
was to issue a license to them, which you had authority to issue? 

Mr. FiGG. They already had a license. 

Mr. McLaughlin of Michigan. Then they were operating under 
the license that thejr had already ? 

Mr. FiGG. Yes, sir; they did not need a new license for this one 
particular transaction. 

Mr. Hutchinson. Was there any price fixed as a commission with 
this American Trading Co. ? 

Mr. FiGG. Yes, sir — pardon me; I do not know that the commis- 
sion was definitely decided upon at that time, but it afterwards was. 

Mr. McLaughlin of Michigan. Did the license that they had state 
the profit that they might realize ? 

Mr. FiGG. No, sir. 

Mr. McLaughlin of Michigan. Was it customary when a licensee 
acted in this manner for the Department of Justice to fix the profit 
that it might realize on the transaction ? 

Mr. FiGG. The profit was fixed for all sugar deals by a general 
order. 

Mr. McLaughlin of Michigan. What was that ? 

Mr. FiGG. One cent per pound. 
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Mr. Hutchinson. If I understand it, this American Trading Co. 
was buying this sugar for the Government at a certain commission. 
Where could they eet any profit from it ? 

Mr. FiGG. No; tne American Trading Co. were purchasing the 
sugar. 

Mr. Hutchinson. And they delivered it over to the Government, 
did they ? 

Mr. FiGG. To B. H. Howell & Co. 

Mr. Hutchinson. For the Government ? 

Mr. FiGG. To B. H. Howell & Co., who would handle the distribu- 
tion of the sugar for the Government. 

Mr. Hutchinson. And the sugar was purchased for the Govern- 
ment and turned over to B. H. Howell & Co. at 1 cent a poimd ? 

Mr. FiGG. Yes. 

Mr. Hutchinson. You do not know who financed it? 

Mr. FiGG. I do not know anything about the financing of it. 

Mr. Voigt. When you say the sugar was purchased for the Govern- 
ment you do not mean that the sugar became Government property ? 

Mr. FiGG. Not at all. 

Mr. VoiGT. The Government invested no money in it ? 

Mr. FiGG. The Government invested no money in it, and had no 
intention of investing any money in it. 

Mr. Wilson. Do you know what commission the American 
Trading Co. received for buying this sugar? 

Mr. FiGG. They would have received, with Government consent, 
1 cent per pound. 

Mr. Wilson. For buying it ? 

Mr. FiGG. Yes. 

Mr. Wilson. And Howell & Co. would have received 1 cent per 
pound for selling it? 

Mr. FiGG, Yes, sir. 

Mr. Wilson. Is that in any written agreement ? 

Mr. FiGG. I do not know whether it is or not; I do not recall 
whether there is a letter to that eflFect or not. 

Mr.*WiLSON. As t either crb th f themy ud n t remember? 

Mr. FiGG. I d n t recall; but that was the agreement, and under- 
st > d by all parties c nnected with it. 

Mr. Wilson. The license that H well & C . held prescribed that 1 
cent per p und was the pr fit they sh uld receive ? I underst a d 
y. :u t • say that. 

Mr. FiGG. There is n thing in the license t > indicate that pr fit. 
The license is a general license issued t ) all sugar dealers of the 
United States. 

Mr. Wilson. I underst xd that, but I th ught yju als > said that 
their pr fit was limited t ) 1 cent a p und ? 

Mr. FiGG. That was by general order of the Att irney General t > 
all sugar dealers in the United States — 1 cent per p una. 

Mr. Wilson. It was n ^t in the license at all ? 

Mr. FiGG. N.)t at all; just a general order that applied ts) all 
licenses. 

Mr. Wilson. Then if H .well & C >. should sell a quantity t f that 
sugar t > an ther agency which als > had a license, w uld that other 
agency be permitted t ) receive a pr )fit of 1 cent per pound? 

Mr. FiQG. Yes, sir. 
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Mr. Wilson. And it w uld multiply many times- 



Mr. FiGG (interposing) . It w uld multiply, h wever, during ' ur 
administrati n — during the administrati n f this Lever Act we tried 
t prevent resales within the trade. 

Mr. Wilson. Did y u prevent them? 

Mr. FiGG. I think we did, t s me extent. 

Mr. Wilson. But they c uld resell t^ each ther? 

Mr. FiGG. They c uld, but it was a practice that we disappr ved 
(f and tried t ) cure. But there was n law abs lutely pr hibiting it. 

Mr. Wilson. Have y u the rec rds f sugar transacti ns in y ur 
iffice? 

Mr. FiGG. N , sir; I have n t. I think the Department f Justice 
has. You undertand, I am n t c nnected with the Department f 
Justice any 1 nger. 

Mr. Wilson. I kn w y u are n t, but I w ndered whether cr n t 
when you were there they had these rec rds ? 

Mr. FiGG. Oh, yes; c mplete rec rds. 

Mr. Wilson. Sh wing tnese transfers ( r sales fr m ne agency t ^ 
another ? 

Mr. FiGG. Oh, n ; I th ught y u were speaking f this particular 
transacti n. 

Mr. Wilson. Well, take this particular transacti n. D y u kn w 
h w many times this sugar was handled, and by h w many different 
agencies ? 

Mr. FiGG. This particular sugar was handled by nly tw ) agencies. 

Mr. Wilson. And H well &-C . S3ld it directly 

Mr. FiGG (interposing) . Directly t ) the c nsumer. 

Mr. Wilson. Tney did n t sell it t ) any ther agency? 

Mr. FiGG. As I understand it; no. 

Mr. McLaughlin of Michigan. Who supplied the money for the 
purchases that were made in Argentina ? 

Mr. FiGG. It was between B. H. Howell & Co. and the American 
Trading Co. As to the financial arrangements I am not familiar. 

Mr. McLaughlin of Michigan. Who made the purchases in Argen- 
tina ? 

Mr. FiGG. The American Trading Co., I understand. 

Mr. McLaughlin of Michigan. Had they been doing other similar 
business in A^entina before this time ? 

Mr. FiGG. They maintained a purchasing agency in Argentina, so 
I suppose they had. I am not familiar with the American Trading 
Co.'s Dusiness; I do not know that. 

Mr. McLaughlin of Michigan. In whose name was the purchase 
made in Argentina, so far as you know ? 

Mr. FiGG. In the name of the American Trading Co., I suppose. 

Mr. McLaughlin of Michigan. Now, I want to ask you how this 
transaction differed from otner transactions that that company 
carried on and took part in. They had a license to deal in sugar, in- 
cluding the importing of sugar, and you did with them just as you 
did witn others — you limited the profit that they might have to 1 cent 
a pound. They supplied the money, paid the expenses, made the 
purchases, brought tne sugar to tms country, and disposed of it. 
What is the difference between this transaction and other transac- 
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tions of the same company or transactions relating to the importation 
and sale of sugar by other licensed companies ? 

Mr. FiGG. So far as I know this is the only deal in which a Gov- 
ernment agency — ^in this particular instance, both the Department 
of State and the Department of Justice — asked or requested a firm or 
firms to cooperate with the Government in bringing sugar to this 
country and distributing it under the direction of the Government. 

Mr. McLaughun of Michigan. How was this sugar distributed in 
this country under the direction of the Government ? 

Mr. FiGG. The names of the firms to which the siigar should be 
allocated were supplied to B. H. Howell & Co. by the Department of 
Justice. 

Mr. McLaughlin of Michigan. As to that there is testimony here 
here that when the price went down and this company was con- 
fronted with the prospect of a loss your office gave the names of 
dealers in this country to whom they might deliver that sugar and 
so save themselves from loss. It was stated to us in just exactly 
that way. 

Mr. JiGG. I think that is quite true in a sense. The B. H. Howell 
Co. made out a list of prospective customers for this sugar and sub- 
mitted it to my ofiice, and we returned it to them, with a few cor- 
rections, and O. K.'d, if you please, the list as submitted. 

Mr. McLaughlin of Michigan. Why, they told us they got the list 
from you. 

Mr. FiGG. Well, that is quite true; it was with my approval. 

Mr. McLaughlin of Michigan. And that they got it m this wav — 
I may be wrong about it, but I am giving my understanding oi it. 
When they were confronted with a loss you gave them the names of 
companies in this country to which they might sell that sugar and 
save themselves from loss. If I am wrong about tKat I wish to be 
corrected. 

Mr. FiGG. The B. H. Howell Co., as I stated, first submitted to us 
a list of prospective customers, after we had indicated to them the 
class of industry that we would prefer the sugar to go to. Then, as 
I say, we approved the list, with a few corrections^ as submitted. 
That was before there was any idea of a break in the sugar price: 
that was when they thought they were going to get their sugar in 
without any question. 

After the sugar price broke and thev were confronted with a pros- 
pective loss I uien wrote to them and gave them a list of names, as 
you say has been stated, that I thought might take this sugar. I 
gave them a list of names of people that had been to my office apply- 
ing for sugar and asking to be allocated some certain portion oi tliis 
Aigentine sugar. I submitted that to B. H. Howell & Co., and they 
in turn sent out a notice to these firms that I had indicated as pros^ 
pective customers allocating them certain quantities of this sugar, 
stating that it was allotted to them under the direction of the Depart- 
ment of Justice. A few of those firms, I believe, took some of that 
sugar, and others said no, they did not want it now, because there was 
a lalling market confronting them. 

Mr. ^McLaughlin of Micnigan. In your direction of sugar matters 
and other transactions did you pursue anything like that course with 
other dealers ? 

Mr. FiGG. We never had a similar case; no, sir. 
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Mr. McLaughlin of Michigan. You never had occasion to direct 
other companies to purchasers that they should deal with ? 

Mr. FiGG. Not at all; no, sir. 

Mr. McLaughlin of Michigan. And you never made any suggestion 
to anyone as to the persons they might deal with ? 

Mr. FiGG. No, sir. 

Mr. Hutchinson. It was stated before, the committee that they 
had a chance to resell it in the Argentine, but the Government forbade 
them to do that. 

Mr. FiGG. That is quite true; yes, sir. . 

Mr. TiNCHER. What do you mean hj ''the Government V^ Which 
Government? Do you mean that this Government refused to let 
them sell it ? 

Mr. Hutchinson. Yes. I can not get it through my mind how you 
could go over to New York and appoint an agency to buy sugar there, 
^ve them a certain permission, and this Government not be respon- 
sible for that loss. 

Mr. McLaughlin of Michigan. That is not the situation as this 
gentleman had disclosed it. He says these were two companies that 
were dealing in sugar, who had licenses to deal in sugar, that were 
permitted to continue under their licenses, and their profit in their 
transactions were limited. This gentleman has not said that they 
employed these people as agents of the Government to buy for the 
Government. 

Mr. McKiNLEY. Is it not a fact that on April 26, 1920, there was 
an embargo in Argentina prohibiting the shipping of any sugar out 
of there ? 

Mr. FiGG. Yes, sir. 

Mr. McKiNLEY. Is it not a fact that the State Department com- 
municated to you the idea that they could get that embargo lifted 
if the United States Government asked for it ? 

Mr. FiGG. They had been so informed by cable from the American 
ambassador at Buenos Aires. 

Mr. McKiNLEY. Did you instruct the American Trading Co. to 
buy sugar in Argentina ? 

Mr. FiGG. Yes; you might so interpret it. 

Mr. McKiNLEY. At what price ? 

Mr. FiGG. At the cheapest price thev possibly could get it at. 

Mr. McKiNLEY. How many tons did you tell them to buy ? 

Mr. FiGG. The idea was .to buy all available. 

Mr. McKiNLEY. What profit per pound did you permit them to 
make ? 

Mr. FiGG. The American Trading Co. ? 

Mr. McKiNLEY. Yes. 

Mr. FiGG. One cent. 

Mr. McKiNLEY. Did they have anj costs out of their 1 cent ? 

Mr. FiGG. I imagine they had considerable costs out of their 1 cent. 

Mr. McKiNLEY. How much net would that probably leave them 
per pound? 

Mr. FiGG. I am afraid I can not answer that question very accu- 
rately. I should imagine it would cost them at least a half of that 
1 cent for expenses. 

Mr. McKiNLEY. Did you order B. H. Howell & Co. to sell the 
sugar? 
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Mr. FiGG. Yes, sir. 

Mr. McKiNLEY. Did you practically dictate to them to whom 
they could sell ? 

Mr. FiGG. I did; ves, sir. 

Mr. McKiNLEY. What profit did you permit them to make ? 

Mr. FiGG. One cent per pound. 

Mr. McKiNLEY. Would tiiat all be net ? 

Mr. FiGG. I should not think so: no, sir. 

Mr. McKiNLEY. How much profit would that be net ? 

Mr. FiGG. I suppose there would be some expense to the American 
Trading Co. out oi that 1 cent. That was 1 cent gross profit. 

Mr. McKiNLEY. How much do you imagine the American public 
probably made by your breaking the price of sugar, the breakmg of 
the Cuban corner by the importation of this Argentine sugar ? 

Mr. FiGG. I do not think it is possible to estimate that, but it is 
tremendous, because it produced the first tendency to a downward 
market, and the market has been downward ever since. The Ameri- 
can people have been saved untold millions. 

Mr. McKiNLEY. If the Government had permitted it, could the 
American Trading Co. and B. H. Howell & Co. have saved themselves 
from loss by selling the 9,000 tons of sugar in Argentina? 

Mr. FiGG. They so stated. I do not know anything about the 
Argentine market, but they stated they could. 

Mr. McKiNLEY. That is all. 

Mr. Wilson. How many tons of sugar did the American Trading 
Co. purchase in Argentina? 

Mr. FiGG. I think approximately 14,000 tons — just a few tons 
less than 14,000. 

Mr. Wilson. And ycu allowed them one cent profit for buying 
the sugar and one cent profit for selling the sugar to Howell & Co. 1 
Is that it ? 

Mr. FiGG. That is correct. 

Mr. McKiNLEY. No, that is not correct. 

Mr. Wilson. I understand that from his testimony. 

Mr. McKiNLEY. The American Trading Co. made 1 cent, and How- 
ell made 1 cent when they sold it. 

Mr. Wilson. Let me see whether I understand it correctly. 
You allowed the American Trading Co. 1 cent per pound for pur- 
chasing the sugar in the Argentine, and then you allowed tnem 
to sell it to Howell & Co. for 1 cent profit ? 

Mr. FiGG. No, sir. 

Mr. Wilson. I understood you to say that. Your testimony will 
show, T think, but I want to clear that up now. 

Mr. FiGG. That is quite incorrect. The American Trading Co. 
were allowed 1 cent a pound for purchasing the sugar. The 6. H. 
Howell Co. were allowed 1 cent a pound for distributing or selling 
the sugar in this country. That was the entire profit allowed on the 
transaction. ' 

Mr. Wilson. I am glad to have it cleared up. 

Mr. PuRNELL. . When you entered into this arrangement with the 
American Trading Co. about hew many tons did you expect then 
to buy in Argentina ? 
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Mr. FiGO. I hoped they would be able to buy all that had been 
indicated by the American embassy. 

Mr. PuRNELL. How much was that ? 

Mr. FiGG. They had said between 70,000 and 100,000 tons. 

Mr. PuRNELL. Then there would haxre been a gross profit to the 
American Trading Co. of about $700,000 ? Is that correct ? 

Mr. FiGG. I have not figured it up, but I suppose so. 

Mr. Wilson. Before you leave that point, were these long or 
short tons ? 

Mr. FiGG. I understand them to be long tons. 

Mr. Wilson. That may be quite important. 

Mr. PuRNELL. I am not so much interested in the actual number 
of tons as I am in finding out the intent of the Department of Justice 
with respect to the transaction. In any event, it would result in a 
very large profit to the American Trading Co. ? 

Mr. FiGG. It would result in a very large profit to the American 
Trading Co. It would be according to the risk taken; the more sugar 
purchased the greater the risk, and also the greater the amount of 
capital involved. 

Mr. PuRNELL. Well, now, what risk did they take ? 

Mr. FiGG. Why, I suppose there would be the natural risk in buying 
that quantity of sugar in the Argentine or any other foreign comitry. 

Mr. PuRNELL. Certainly; that is the very point I wish to bring out, 
and I think your statement bears out my idea about the matter 
entirely — that they did assume a risk. This was not a case in which 
they acted entirely as an agent of the Government, but in return for 
the possibility of making a big profit they assumed a risk, as thousands 
of other people did during the war. Is it not a fact that none of you 
expected them to suffer a loss ? 

Mr. FiGG. Quite true. 

Mr. PuRNELL. There was not anything said about a loss when you 
took the matter up with the American Trading Co. or the Howel Co. ? 

Mr. FiGG. Not that I know of. 

Mr. PuRNELL. At the very time you designated them as the agents 
of the Government the Sugar Equalization Board was in existence 
and had in its treasury over $40,000,000 which represented profits or 
savings, as has been testified to. You fully expected there would be 
a large profit to the, American Trading Co. and to the Howell Co., did 
you not ? 

Mr. FiGG. Quite true; I supposed they would make a profit. 

Mr. PuRNELL. Now, the weak point in this whole case to me is just 
this: If the Department of Justice, the Department of State, the 
American Trading Co., and Howell & Co. aH expected there would be 
a lai^e profit, the thing I can not understand is why the Department 
of Justice, in the interest of the people, was not willing or anxious to 
have that profit made by the Sugar Equalization Board, to add to its 
accumulation of $40,000,000 profit ? 

Mr. FiGG. In other words, why we did not put this up to the Sugar 
Eaualization Board and ask them to make the purchase ? 

Mr. PuRNELL. Exactly. 

Mr. FiGG. I tried to explain that a moment ago by making this 
statement, that we were informed this sugar was there and could 
be secured on an immediate purchase. We had to act quickly. 
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Mr. PuRNELL. You think the Sugar Equalization Board could not 
have acted quickly ? 

Mr. FiGG. I do not know; I did not think they could. 

Mr. PuRNELL. Did you take it up with the board ? 

Mr. FiGG. I did not. I am only stating my own opinion of the 
case. 

Mr. PuBNELL. Did you discuss the matter with the Attorney 
General ? 

Mr. FiGG. Yes; quite fully. 

Mr. PuBNELL. Did he agree with you that you should handle the 
matter, rather than turn it over to the Sugar Equalization Board ? 

Mr. FiGG. I think he was quite in accord with my views; yes. In 
the first place, you understand, the Sugar Equalization Board had no 
purchasing agency in Argentina; they would have had to establish one. 

Mr. PuRNELL. Well, it seems to me, Mr. Figg, that several state- 
ments made by you would indicate there was a possibility of loss and 
that there was a risk assumed. You stated a while ago that as soon 
as the embargo broke and 'Hhey^' — ^meaning Howell & Co. and the 
American Trading Co. — were confronted with a loss, you immediately 
furnished them a list of purchasers to whom they might sell this 
sugar. 

Mr. Jacoway. Without a loss. 

Mr. PuRNELL. Certainly, without a loss. Now, in making that 
effort to help them allocate this sugar and prevent a loss did you at 
that time believe that they would individually suffer the loss ? 

Mr. Figg. At the time I furnished the names ? 

Mr. PuRNELL. Yes. In other words, were you trying to help them 
prevent a loss to themselves ? 

Mr. Figg. I was, certainly. 

Mr. PuRNELL. What was your thought, Mr. Figg, at the time this 
transaction was entered into about any possible loss or risk ? 

Mr. Figg. There was no idea or thought of such a thing as a loss. 
It did not seem possible that a loss could result. 

Mr. PuRNELL. Is it, in your judgment, the action of a prudent 
business concern to enter into a transaction of such a magnitude as 
that without any thought of what might occur ? 

Mr. Figg. I can not speak for the judgment of those particular 
business concerns. I do not know what their policies are. 

Mr. PuRNELL. Perhaps you do not know wnat they thought, but 
the thing I am trying to get at is whether or not at any time anything 
was saiaon either side about a loss being sustained ? 

Mr. Figg. Not at all. 

Mr. PuRNELL. Then, would it be natural to assume that they 
expected to make a profit, and thereby accept any loss that might 

occur ? 

Mr. Figg. It is quite true that they no doubt went into the trans- 
action, as it was a very heavy financial transaction and one that 
involved a great deal oi money — ^if the quantity of sugar had been 
purchased that was expected could be purchased it would have 
involved a very large sum of money, and no doubt they figured that 
they would make a profit. 

Mr. PuBNELL. A very large profit ? 

Mr. Figg. They would unquestionably have made a profit; how 
large^ I can not say. But there was no thought of a loss being sus- 
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tained. The Government did not consider that a loss could be 
sustained. I am sure the firms that were interested — ^it never entered 
their heads that a loss could be sustained. And if it had not been for 
the misleading of the Argentine Government in the issuance of the 
permit there would have been no loss sustained. Conditions developed 
that none of us realized or recognized might happen. 

Mr. McLaughlin of Michigan. I did not catch your last answer. 

Mr. FiQG. If it had not been for the Argentine Government's 
communication or, if you please, misrepresentation as to the issuance 
to the permit there would have been no loss sustained. In other 
words, if the deal had been consummated as originally outlined it 
would have been successful to all parties. 

Mr. McLaughlin of Michigan. That is, the Argentine Government 
assured our Government that the pm-chase would be permitted and 
the exportation from that country would be permitted, and then the 
Argentine Government changed its mind or made a different ruling ? 

Mr. FiGG. I do not know that they changed their minds, but our 
embassy cabled the State Department that if the United States 
would name a firm or firms that would handle this sugar the Argen- 
tine Government would lift the embargo or would issue a permit to 
these firms designated by the United States Government to handle 
this sugar. And when the firms were secured to handle the sugar an 
application was made to the Argentine Government for the issuance 
of the permits and the lifting of the embargo, but the Argentine 
Government had in the mean time imposed certain penalties or 
restrictions on the issuance of this permit that made it impossible to 
export imder those restrictions. 

Mr, McLaughlin of Michigan. Do you know what those restric- 
tions were ? 

Mr. FiGG. They were the deposit of 30 per cent of the total amount 
of sugar purchased, of ''pelay, a certain class of sugar manufactured 
in the Argentine — that 30 per cent of this sugar should be pelay 
sugar andl)e left on deposit with the Argentine Government suDJect 
to repurchase by the Argentine Government at a future date at a 
price then below the price they were paying for the sugar in the 
Argentine. 

Mi:. Purnell. Did you ever have any transactions prior to this 
with either of these companies ? 

Mr. FiGG. No, sir; only I might say the B. H. Howell Co. had 
cooperated in all of the regulations issued by the Food Administra- 
tion for the regulation of sugar. 

Mr. McLaughlin of Michigan. And these importers were not 
willing to comply with that regulation issued by the Argentine 
Republic ? 

Mr. FiGG. It was an impossible regulation; they could not comply 
with it. It would have increased the price of the sugar brought into 
the United States to a price even greater than the high price we were 
paying for the Cuban sugars; and our whole idea in the transaction was 
to bring this sugar in here at a lesser price. 

Mr. McLaughun of Michigan. Did the State Department ever 
take it up with the State Department of Argentina ? 

Mr. FiGG. Quite in detail; yes, sir. 



88 SUGAR. 

Mr.McLAUGHLiN of Michigan. To the effect that they had promised 
to pelmit the exportation of that sugar, and later had imposed such re- 
stnctions on it as to practically withdraw the permission to export it ? 

Mr. FiGG. Yes, sir; they did. 

Mr. McKiNLEY. Did they not later, at thetend of 60 days, withdraw 
those restrictions ? 

Mr. FiGG. They withdrew those restrictions on the request of our 
Department of State, but before that was accomphshed they had 
taken it up with the President of Argentina. 

Mr. McLaughlin of Michigan. Do you not think our State Depart- 
ment was seriously at fault m that matter ? 

Mr. FiGG. I can not say that they were; no, sir. They made every 
effort possible to secure these permits. 

Mr. McLaughlin of Michigan. Then our Government has not done 
anything in Argentina the result of which is a loss to these people ? 

Mr. Figg. Our Government ? 

Mr. McLaughlin of Michigan. Yes. 

Mr. Figg. Our Government made every effort to prevent a loss. 

Mr. McKiNLEY. Is it a fact that our Government would not let 
them sell the sugar there ? 

Mr. Figg. We did prevent them from reselling the sugar in Argen- 
tina. 

Mr. McLaughlin of Michigan. Tell us about that, please. 

Mr. Figg. I do not believe I can tell you the dates; probably Mr. 
Franklin can refresh your memory on that, as to the aate he came 
to me and asked me to permit them to resell the sugar in Argentina. 

Mr. Franklin. That is in the record— July 29. 

Mr. Figg. I said it was a matter I would have to take up with the 
State Department, as the State Department had to handle the 
transaction with the Argentine Government, and I told him I would 
be very glad to go to the State Department and see if they would 
permit of the resale of this sugar in Argentina. I did so, and found 
Mr. Stimson, our American Ambassador in Argentina, at that time 
in the State Department, so I took it up personally with him, as he had 
made the preliminary negotiations in Argentina. He said it would 
be a very great mistake, as ne had represented to the Argentine Govern- 
ment that this purchase was being made on behalf of the American 
Government, and that it would put us in very bad repute to go down 
there and resell this sugar to the Argentine Government when their 
price had increased very largely as a result of this heavy purchase 
of their sugar by the United States Government. 

I reported to Mr. Franklin the attitude of the Department of State 
on that, and he asked for permission to negotiate with the State De- 
partment direct, saying that if I had no objection he would take it 
up with the State Department and see if they could not do something. 
I told him it was quite agreeable to me, that the price of sugar in this 
country was broken, we were getting a goodly supply in then, and if 
there was anything possible to be done to prevent a loss I was quite 
in accord with it. 

He took it to the State Department, and after much negotiation 
they finally got consent, and offered this sugar to the Argentme (Jov- 
emment; but by the time they got this consent, which I suppose was 
three or four weeks, the price of sugar in Argentina had broken, and 
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consequentlj they would have had to sell the sugar in Argentina at 
a loss. So it was better to ship the sugar in here and sustain the loss 
in the United States than in Argentina. 

Mr. TiNCHER. On what do you base the statement that the price 
of sugar in Argentina had broken — that if they had sold the sugar in 
Argentina they would have had to sell it at a loss ? They offered the 
sugar to the Argentine Government at a profit, and the offer was not 
accepted. Now, I want to ask where you get the information, or 
what there is that you can put in the record that will be convincing 
on the subject that they would have had to sell it there at a loss. 

Mr. FiGG. My only information on that subject, Mr. Tincher, is the 
fact that I was informed by lidr. Franklin, I think, that the price hAd 
broken in Argentina. 

Mr. Franklin. The State Department cables also indicate that. 

Mr. Tincher. The offer that was made to the Argentina Govern- 
ment that was put in the record the other day indicated a qonsider- 
ahle profit that they asked for it. You told Mr. Wilson, as I under- 
stood it, in regard to this profit of each of these companies — that is, 
the buying company and the distributing company — that it was 1 
cent a pound to each, and then the sugar went direct to the consumer. 
You did not mean that entirely, did you ? There was not anything 
in the regulations to prevent these companies from selling this sugar 
to wholesalers, and they did sell considerable of it to wholesalers, did 
they not ? 

Mr. FiGG. That is quite true; yes. 

Mr. Tincher. So you did not mean to say there would not have 
been some other 1-cent profits? 

Mr. FiGG. There might have been, but the indication on our part 
was that it should go to the legitimate dealers, as we called them at 
that time, so that it might get into the essential industries. 

Mr. Tincher. Your letter is in the record in which you furnished a 
list of probable purchasers for this sugar. As I recall that list now 
it is made up mostly of manufacturers. Could not they have sold to 
wholesalers? There was not anything to keep them from selling 
that sugar to any wholesaler in the United States, was there ? 

Mr. FiGG. Excepting that they would submit our distribution. 

Mr. Tincher. And vou do not remember any proposed pur- 
chasers that they had for this sugar at any time ? 

Mr. FiGG. I do; ves, sir. 
. Mr. Tincher. Who were they ? 

Mr. FiGG. I could not tell you the names. But I remember the 
B. H. Howell Co. sent me a list of names for my approval, and on that 
list, as I remember, I struck out two or three names and approved the 
balance of the list. 

Mr. Tincher. Can we have that list, before and after, for the 
benefit of the record ? 

Mr. FiGG. Mr. Bruen is here representing B. H. Howell & Co. 
Mr. Bruen, have you that list ? 

Mr. Bruen. No; I have not. 

Mr. FiGG. That is the only place I know of that it would be. 

Mr. Tincher. Mr. Hoover, at the time this executive order from 
the President was issued, that you have read into the record, was a 
director of the corporation known as the Sugar Equalization Board, 
was he not ? 
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Mr. FiGG. Yes, sir. 

Mr. TiNCHER. He had not resigned as a director of that ? 

Mr. FiGG. Not as a director of the Sugar Equalization Board. 

Mr. TiNCHER. On the other hand, his name is, as I recall it, signed 
to the letter to the President asking authority to purchase sugar. 
As I recall it, months after that time, Mr. Hoover appeared before 
the Judiciary Committee and testified that he was still favorable to 
the Sugar Equalization Board^s functioning. That was after this 
order had been issued, and the President nowhere in this order gives 
you any specific direction to supersede or take over the work of the 
Sugar Equalization Board, does he? 

Mr. FiGG. Not specifically; he speaks of foods. . 

Mr. TiNCHER. But he means grain. 

Mr. FiGG. No ; he ehminates grain. 

Mr. TiNCHER. He does not mention a word about the corporation, 
in which he is still a stockholder, that has a large amount of money 
in its treasury, known as the Sugir Equahzation Board. You speafc 
about the Sugar Equalization Board asking Congress for an extension 
of authority. As I understand it, there was not any question but 
what they had a right to purchase the sugar ? 

Mr. FiGG. None at all. 

Mr. TiNCHER. But your understanding is that they wanted their 
time extended, so that there would not be any question about their 
power of distribution ? 

Mr. FiGG. Quite right. 

Mr. TiNCHER. You have never made any computation at any time 
to see how much the gross profit to these two companies that you 
suggested purchase this sugar down in Argentina would be ? 

Mr. FiGG. No, I do not think so. 

Mr. TiNCHER. On this subject of gross profit Mr. Post, I believe, 
testified that the 1 cent profit was what would ordinarily be termed" 
a net profit; that it was subject only to deductions for expense in 
running the business, the general overhead expense, and their excess- 
profits tax. Ordinarily business concerns do not figure profit, of 
course, until they have deducted the excess-profits tax, do tney ? It 
was not contemplated that they would take out freight charges or 
expenses of that kind from this 1 cent a pound ? 

Mr. FiGG. Not at all. 

Mr. TiNCHER. You did not guarantee them against loss in any way ? 

Mr. FiGG. No loss was considered. 

Mr. TiNCHER. You wrote them a letter in which you said y5u 
thought if they would handle the matter in a certain way they would 
not lose anything on the transaction. When you wrote that letter 
you did not contemplate this Government paying them any loss ? 

Mr. FiGG. The loss was not considered from the standpoint of the 
Government's reimbursing them at all. 

Mr. TiNCHER. That is all. 

Mr. McLaughlin of Nebraska. Mr. Chainnan, inasmuch as the 
questions that have been asked this morning have already been 
answered in the record six or seven times, I do not care to have them 
answered to the ninth degree. 

Mr. Jacoway. Just one question, Mr. Figg. Was there ever a time 
in the history of this whole transaction when B. H. Howell & Co. and 
the American Trading Co. could have acted on their own initiative, 
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or by and with the consent of the Government, through the Depart- 
ment of Justice, and sold this sugar without a loss ? 

Mr. FiGG. I do not know that I can answer that question. 

Mr. Jacoway. What is your idea about it ? It is, of coxirse, quite 
obvious that if they could have resold their sugar in Argentina — 
what I want to know is, could it have been done ? 

Mr. FiGG. Without Government interference ? 

Mr. Jacoway. Yes. 

Mr. FiGG. It could have been done; yes, sir. 

Mr. Jacoway. They could have sold the sugar by acting on their 
own initiative at some time in the history of this transaction and not 
have suffered a loss ? 

Mr. FiGG. Without question. 

Mr. HuLiNGS. What is the amount involved in this? 

Mr. FiGG. As to dollars and cents ? 

Mr. HuLiNGS. Yes, sir. 

Mr. FiGG. I am afraid I shall have to let the commercial interests 
answer that question for you. There were about 14,000 tons pur- 
■chased. 

Mr. HuLiNGs. Fourteen thousand tons at 2 cents — 1 cent a pound 
profit to the American Trading Co. and the other 1 cent to Howell & 
Co. — ^would amount to about $629,000 profit. I suppose that means 
profits without buj deductions for freignts; it means net profits? 

Mr. FiGG. We will speak of it as net profits. 

Mr. HuLiNGS. Had 70,000 tons been purchased the profits would 
have amounted to $3,139,000. Now, they were taking a chance on 
getting those profits. They knew as much about the business as 
anybody else, and probably more, and they were willing to take the 
chance. Now, do you think it is proper for them to come in now and 
ask the Government to recoup them for the loss that occurred? 

Mr. FiGG. I unquestionably think they have a very, very strong 
moral claim on the Government for reimbursement oi their loss, on 
the ground that they went into the deal primarily at the Govern- 
ment's request, and secondly, that the Government prevented them 
from reselling their sugar at some time or other during the transac- 
tion when they might nave come out whole. 

Mr. HuLiNGS. In the computation of losses do they take into 
account all the profits that they made on the 14,000 tons that they 
did bring in ? 

. Mr. FiGG. They are only asking for reimbursement of loss on the 
14,000 tons. They did not purchase any other sugar, and of that 
14,000 tons they disposed of 5,000 tons, on which they received a 
profit, the profit that had been designated. They have 9,000 tons, 
as I understand it, yet on hand that they have sustained a loss on, 
or on which they will have to sustain a loss when they sell it. And I 
understand they have taken into consideration the profits made on 
the 5,000 tons and expect to turn that profit over to the Sugar 
Eaualization Board as a part of the reimbursement. 

Mr. Young. They are just asking to be let out without any loss 
and without any profit ? 

Mr. FiGG. Without loss and without profit. 

Mr- RuBEY. I have no questions, Mr. Chairman. I have Ustened 
Very carefully to the other gentlemen, and I believe they have 
<Jovered everything. 
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Mr. Rainey. Mr. Figg, would you not add a third moral obligation^ 
based on the representation of our ambassador down there, Mr. 
Stimson, to the Argentine Government, that these people in all 
likelihoo4 were acting as agents for the Government of the United 
States ? 

Mr. FiQG. I think, Mr. Rainey, that without question there is a 
very strong moral obhgation on the part of the Government on that 
ground, as the Argentine Government, in their final issuance of this 
permit, when they removed the restrictions stated that they were 
removing the restrictions for the United States Government, desig- 
nating in their permit for the export of this sugar the United States 
Government and not the American Trading Co. 

Mr. HuuNGS. What becomes of the balance of the 70,000 tons? 
Was that bought ? 

Mr. Figg. No. 

Mr. HuLiNGS. Only so much of it was bought as they could trans- 
port? 

Mr. Figg. There were only 14,000 tons purchased when they found 
out it was impossible to export it on account of the restrictions down 
there. 

Mr. McKiNLEY. Is it not a fact that finally the permit was given 
for only 14,000 tons ? 

Mr. Figg. Yes, sir; the permit was only issued for the actual pur- 
chase of sugar. 

Mr. RiDDiCK. You say, Mr. Figg, that when this matter was first 
brought to your attention you did not turn it over to the Sugar 
EquSization Board, because they had no agency down there through 
which to make the purchase. That was the only reason it was not 
turned over to the Sugar Equalization Board ? 

Mr. Figg. Well, I might say we wanted quick action, and we did 
not feel that we could get quick action through the Sugar Equaliza- 
tion Board, on account of trie fact that their organization was prac- 
tically disbanded and they were not maintaining anything but a 
small clerical force in New x ork City. 

Mr. RiDDiCK. Could they not, as a matter of fact, have gotten 
together promptly and used the same buying agency tnat you used ? 

Mr. FtGG. That is entirely possible. 1 thmk it would have taken 
considerable time, however. 

Mr. RiDDiCK. As to the profit that the American Trading Co. was 
to receive, was not the onginal arrangement with them mat they 
were to go down there ana buy the sugar and have a reasonable 
profit, nothinjg being said about 1 cent a poimd profit ? 

Mr. Figg. That is true; yes, sir. 

Mr. RiDDiCK. Is it not true that that company and other com- 
panies who were importing were making a profit of around 3 cents a 
pound? 

Mr. Figg. Some of them as high as 5 and 7 cents. 

Mr. RiDDiCK. When was the first suggestion that this company 
should receive 1 cent profit rather than 3 or 5 cents ? 

Mr. Figg. It was after they had purchased considerable sugar; I 
am not sure of the date. 

Mr. RiDDiCK. As a matter of fact, was it not after they had a hint 
in their own minds that they might sustain a loss ? 
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Mr. FiGG. That is possible. If you will pardon me, I might ask 
Mr. Franklin the date of that. 

Mr. Franklin. Toward the end of May, and the price of sugar 
had not dropped here at that time. • 

Mr. FiGG. The price of sugar had not dropped at that time. It 
was after you had purchased some of the sugar in the Argentine .? 

Mr. Franklin, rractically all of it had been purchased. 

Mr. RiDDiCK. There is one matter that I do not understand, and 
that is why the American Trading Co. had to have any authority 
to resell the sugar in Argentina if it so desired ? 

Mr. FiGG. Because the whole transaction with reference to per- 
mits and everything with the Argentine Government had been done 
at the request of the State Department of the United States. 

Mr. RiDDicK. Was there anything in those contracts that forbade 
its resale there ? 

Mr. FiGG. Not a thing, except that there was a moral obligation 
on the part of the American Trading Co. to confer with the Gov- 
ernment on any action they might take in the disposition of this 
sugar. They came directly to us and asked us if we would permit it. 

Mr. RiDDiCK. If there was an open market for sugar I can not 
see that there was any moral obligation on their part to refrain from 
selling sugar where there were buyers. 

Mr. FiGG. I think there was quite a moral obligation. We had 
entered into this transaction — B. H. Howell & Co. and the American 
Trading Co, and I might say, the United States Government had 
entered into the transaction, and we were dealing as a unit on it. 
There was no action taken by the B. H. Howell Co. or the American 
Trading Co. without first consulting the Government as to whether 
it met with their approval. 

Mr. RiDDiCK. Suppose the American Trading Co. had said that 
rather than assume this great loss they would just sell it to the 
Argentine purchasers. Wliat would have happened? 

Mr. FiGG. Why, so far as I know, nothing. There could not have 
been anything happen. 

Mr. KiDDicK. They would have saved themselves from loss, and 
this question would not have been before us. 

Mr. FiGG. It would not have been before you, but they would 
possibly have been in very bad repute with the Department of Justice 
and the Department of State and any other interests they came in 
contact with. 

Mr. RiDDiCK. In just what form was your refusal issued ? 

Mr. FiGG. Verbally; entirely verbally. 

Mr. RiDDiCK. You just advised them against it? 

Mr. FiGG. We just advised them against it, because as I said 
awhile ago, I told them I would have to leave it to the State Depart- 
ment, because they had to handle the transaction between the 
two Governments. 

Mr. RiDDiCK. Was that in the form of a recommendation, or was 
it a direct order ? 

Mr. FiGG. I told them they could not sell it. 

Mr. Franklin. That is in the record. 

Mr. VoiGT. Were importers of sugar limited to 1 cent a pound 
profit ? 
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Mr. FiGG. No, they were not; they were not limited to any definite- 
amount. The margin of profit allowed importers had varied, because 
it was very difficult of regulation. We regulated the profits on sugar 
after it reached this country, but it was very hard to go into foreign 
markets and find out the purchase prices and regulate the profits 
which the purchaser received over and above his purchase in tha 
foreign market. 

Mr. VoiGT. Then your regulation of 1 cent a pound only took 
effect after the sugar left the hands of the original importer? 

Mr. FiGG. That is quite true, as applied to dealers in the United 
States. 

Mr. VoiGT. Now, assume that the American Trading Co. had 
gotten this sugar in here and that when it got here the market was still 
very high. Was there any legal way in which you could have pre- 
vented them from making more than this 1 cent a pound ? 

Mr. FiGG. Yes; I think so, without question. 

Mr. VoiGT. How ? 

Mr. FiGG. We knew their purchase price for the sugar. We had 
the whole transaction submitted to us, and we knew exactly what 
they were paying for the sugar. It was very easy to trace their 
profit. The point I was making a while ago about the average 
importer was the fact that it is very hard to trace his profit, because 
he makes his purchase in the foreign market, and you would have to 
run down each individual transaction. In this particular deal, of 
course, we had all the facts before us. We knew what the profits 
were and we would have considered anything above that to be 
unreasonable. 

Mr. VoiGT. You mean that if the market had been high you could 
have limited that to 1 cent ? 

Mr. FiGG. Yes, sir. 

Mr. VoiGT. And if they had disobeyed your order 

Mr. FiGG. We also had an agreement to that effect. 

Mr. VoiGT. But your agreement was not one that could be 
enforced in law ? 

Mr. FiGG. That is questionable. We had a good many cases before 
the courts of the country. We had a great many disa^eements on it^ 
as to whether that constituted a reasonable margin of profit or 
whether we had the right to enforce that profit. The courts differed 
on it. 

Mr. VoiGT. Well, if the market had been high and they had 
attempted to sell that sugar at more than 1 cent a pound profit it 
would have been necessary for you to proceed by way of indictment 
for profiteering, would it not ? 

Mr. FiGG. Quite true; yes, sir. 

Mr. VoiGT. There was no way that yx)u could have held them ? 

Mr. FiGG. No, sir; we would have had to indict them for profiteer- 
ing- 

Mr. VoiGT. How did you know their costs on this sugar ? 

Mr. FiGG. They w^re submitting them to us, and before the trans- 
action was consummated they were to turn over to us all their 
invoices and expenses. 

Mr. VoiGT. Did the Sugar Equalization Board have the legal power 
to buy sugar in 1919 ? 
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Mr. FiGO. Why, I think so; yes, sir. There was some difference of 
opinion on that, but I think they did; yes. 

Mr. VoiGT. If I understand you correctly, they had the legal power 
to buy this sugar, but refused to exercise that power because they 
feared they would have no means of controlling the distribution ? 

Mr. FiQG. Not at all; not in this particular transaction. This 
transaction never was submitted to the Sugar Equalization Board. 

Mr. VoiGT. I understand that; I am trying to get at the question 
of legal power. 

Mr. FiGG. Legal power — I think they did have: yes. 

Mr. VoiGT. Would the Sugar Equalization Board have had the legal 
power to purchase this particular sugar ? 

Mr. FiGG. They would have had; yes, sir. 

Mr. VoiGT. But they refused to exercise that power, because they 
feared they would have no means of controlling the distribution ? 

Mr. FiGG. I do not know whether they refused to exercise that 
power or not; they did not enter the market to purchase the sugar. 

The Chairman. I understood you to say that their power was lim- 
ited to Cuba under the act ? 

Mr. FiGG. I think they could enter the market and buy sugar 
anywhere. 

The Chairman. I understood you to say that the act limited them 
to the purchase of the Cuban sugar. 

Mr. FiGG. The McNary Act that I spoke of a few moments ago 
designated the Cuban crop of 1920. 

ifi. McKiNLEY. Did not the Sugar Equalization Board have full 
power to buy sugar and sell sugar after Decembej 31 last? 

Mr. FiGG. I tmnk so; yes. 

Mr. McKiNLEY. Is it not a fact, though, that the President owned 
all the stock of the corporation, and also appointed the members to 
their jobs? 

Mr. FiGG. That is true. 

The Chairman. It is not a fact that the Sugar Equalization Board 
had the power to purchase as a corporation, but not as the agency of 
the Government ? Is there any power granted anywhere to any Gov- 
ernment agency to guarantee a profit ? 

Mr. FiGG. I am not familiar with that question. 

The Chairman. You claim to base your authority upon this act. 

Mr, FiGG. I am not basing my authority upon the act of the Sugar 
Equalization Board, but upon the President's proclamation trans- 
ferring the powers of the Pood Administration. 

The Chairman. What authority did that proclamation give you 
to buy or sell or to guarantee any profit ? 

Mr. FiGG. We did not at any point have the power to gauamtee 
against loss, by that act. 

The Chairman. Did vou have the power to buy ? 

Mr. FiGG. No, we did not; not as the Department of Justice. 

The Chairman. Then you agree with Mr. Palmer and Mr. Glasgow 
that there was no power granted anywhere to purchase or to guarantee 
against loss? 

Mr. FiGG. I think that is probably true. 

The Chairman. Did the Government have any powder to purchase 
or to guarantee against loss ? 

Mr. FiGG. I think not; no, sir. 
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Mr. Hutchinson. There are one or two questions more that I 
would like to ask. I understood you to say awhile ago that when 
you saw the American Trading Co. and B. H. Howell & Co. there 
was nothing discussed about any loss ? 

Mr. Fiao. That is true. 

Mr. Hutchinson. What was the purpose of this arrangement with 
these people? What was it for? 

Mr. FiGG. To bring sugar into the United States at a lesser price 
than the then prevailing market price. 

Mr. Hutchinson. Wais it not the object, as several people have 
testified before this committee, to break the market? 

Mr. FiGG. Bringing in an adequate supplv at a price lower than the 
prevailing market price would nave had tnat tendency. We hoped 
it would have that effect. 

Mr. Hutchinson. Then do you mean to sav that these gentlemen 
would enter into an agreement where they knew they would have 
a loss? 

Mr. FiQG. I do not think there was any question of loss. 

Mr. Hutchinson. How could you break the market and not suffer 
a loss? 

Mr. FiGG. It was expected that the sugar would be sold in this 
country before the break in the market took place. 

Mr. Hutchinson. Then it was really the fault of the Government 
that they could not do it. To whom was this permit issued? To 
what firm? 

Mr. FiGG. The American Trading Co. 

Mr. Hutchinson. Then it was through the neglect of the Govern- 
ment that this loss occurred, was it not ? 

Mr. FiGG. I think that that, together with these restrictions and 
different things that the Government did, were largely responsible 
for the loss. 

Mr. Hutchinson. I understood you to say awhile ago that when 
the American Trading Co. undertook to sell their sugar in Argentina 
you protested, and md not give them authority on the part of the 
Government ? 

Mr. FiGG. That is quite right. 

Mr. Ward. When vou entered into this agreement with the Ameri- 
can Trading Co. did you do it with the understanding and belief 
that this sugar that was purchased would be handled by you as cus- 
todian, just as any other Government property would oe ? 

Mr. FiGG. We believed that we would have complete control of 
the distribution of this particular sugar that came from Argentina. 

Mr. Ward. But you would be the custodian of it, the same as any 
other Government agency with respect to other Government property ? 

Mr. FiGG. It might be so termed : yes, sir. 

Mr. Ward. Mr. Chairman, that is all I want to ask, except that I 
would like Mr. Franklin to have the privilege of reading into the 
record the cablegram from our State Department to the American 
Embassy in Argentina. Then after you are throudi with Mr. 
Franklin, if it is agreeable to the committee, I would like to make a 
motion to go into executive session to act on the resolution. 

Mr. Wilson. I do not beUeve there is anything more I care to ask. 

The Chairman. Mr. Figg, you stated you had no intention of 
buying the sugar ? 
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Mr. FiGG. That is right. 

The Chairman. You do not claim to have any authority to enter 
into any agreement to buy or guarantee against 'oss? 

Mr. i^iGG. That is right. 

The Chairman. You had the power to license the people, as you 
did everybody else, under section 5 ? They were licensed ? 

Mr. FiGG. They were; yes, sir. 

The Chairman. In what respect does the license granted to these 
people differ from the license granted to any others ? ; 

Mr. FiGG. It does not differ. This is identically the same license 
that was issued to all sugar dealers. 

The Chairman. I understood you to say that no agency of the 
Government or department of the Government was in awy derelict, 
but that they all did everything they could to assist these people ? s 

Mr. FiGG. I think the Government was trying in every way possible. 
If there was any failure anywhere on the part of the Government it 
was. through the American ambassador in Argentina. 

The Chairman. Did not the American ambassador assist them as 
far as he could ? 

Mr. JiGG. It was the result of his telegrams, or cablegrams, which 
were misleading. 

The Chairman. In what way was it misleading? 

Mr. FiGG. He ha*d cabled the Department of State that the permit 
wouM be issued by the Argentine Government on the naming of the 
firm or firms to which it should be issued by the United States Govern- 
ment. When that request was made it was found that it could not 
be issued except with these restrictions, which were impossible of 
fulfillment. 

The Chairman. Did he go back on his word ? 

Mr. FiGG. Wel^ that is a matter for the records of Argentina. 
We do not know. 

The Chairman. He did for these people exactly what he would 
do for you or me or anybody else ? 

Mr. FiGG. He probably did all he could, but as an agency of the 
Government, Mr. Chairman, he sent a misleading cablegram, and 
these people would not have gone in, in my opinion 

The Chairman. In what way was it misleading ? 

Mr. FiGG. It was misleading in the fact that it stated the permit 
would be issued on application, and on application it was not issued, 
except with certain restrictions that were impossible of consumma- 
tion. 

The Chairman. In your letter of May 11 you say: 

I was notified by State Department of the receipt of cable from the Argentine that 
upon proper presentation through official channels of the American Government that 
the Argentine would lift the embargo on present surpluses in that country. 

What is misleading about that? Did he guarantee that it would 
be lifted ? 

Mr. FiGG. Not at all. 

The Chairman. I want to know in what way it was misleading. 

Mr. FiGG. It was misleading in the fact that it would lead anyone 
to think that when the United States Government made the request 
and made the proper presentation 

31327—21 7 
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The Chairman. When you say it was misleading do you imply it 
was made with the purpose of misleading ? 

Mr. FiGG. If you will pardon me, Mr. Chairman, I do not say it 
was done with the intent to mislead. 

The Chairman. How was it misleading unless there was misrepre- 
sentation ? 

Mr. FiGG. I think there is a difference. 

The Chairman. He had conferred with these people, and it was his 
best judgment that it would be done, as stated in your letter, upon 
proper presentation. What were the presentations? 

Mr. FiGG. The presentations to the Argentine Government were 
that the United States Government named the firms to which they 
asked that the permits be issued. 

The Chairman. Do you think the Federal Government should be 
liable for every loss incurred because something did not happen that 
somebody had expected ? 

Mr. FiGG. Well, that is not the point that is in issue in this partic- 
ular matter. I think that in this case there is unquestionably a 
moral claim. 

The Chairman. Then it resolves itself into a moral claim, does it 
not ? There is no legal obligation ? 

Mr. FiGG. As I understand it, Mr. Chairman, there has never been 
any presentation to this committee or to anybody else of any legal 
claim. 

The Chairman. There is no claim of any legal obligation any- 
where ? 

Mr. FiGG. There is a moral claim only. 

The Chairman. In what respect does that moral obligation differ 
from obligations to others who were appealed to to increase pro- 
duction ? 

Mr. FiGG. I do not think the Government has had a similar case 
of this character. 

The Chairman. I do not suppose they entered into any other 
agreement for the same purpose, but they appealed to the farmers 
to stimulate production, and they sent agents out in the country to 
buy. In our section of the country they sent out to the fanner to 
get his wheat if he did not haul it himself. 

Mr. FiGG. That, Mr. Chairman, was during the war period. 

The Chairman. Yes; the war was over wnen this sugar was pro- 
cured, and the only authority you had is as stated in the act. 

Let me read from the food control act: 

That the President is authorized, from time to time, to requisition foods, feeds, 
fuels, and other supplies necessary to the support of the Army or the maintenance of 
the Navy, or any otner public use connected with the common defense, and to requisi- 
tion, or otherwise provide storage facilities for such supplies, etc. 

Now, the war was over, the armistice had been signed. Why 
should the Government go down in the Treasury for $2,000,000 after 
the war was over and the armistice had been signed ? 

Mr. FiGG. The obligation of the Government had not been relieved 
as to trying to supply food for the American people. 

The Chairman. I am simply trying to get at the facts. There is a 
question here ^^ hether a legal obligation was incurred or not. As I 
understand you, you say there was no legal obligation; in your mind 
there is a moral obligation ? 
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Mr. FiGG. Without question. 

Tlhie Chairman. I would like to know just how that moral obliga- 
tion differs from any other moral obligation that was incurred. 

Mr. FrGG. I am not familiar with the other obligations that you 
refer to, but I do think, referring to this case only, that the Govern- 
ment has a moral obligation to reimburse these firms for a loss sus- 
tained largely as a result of Government participation in the deal with 
them. 

The Chairman. If some Government agent should go out and sug- 
gest the importation of sugar, or somebody should suggest to an 
official that he might import some su^ar, and if he should go into the 
transaction and lose twro or three million dollars, do you think he 
should come in here and ask for reimbursement ? 

Mr. PiGG. If that was all of the transaction, as you state it, I do 
not think so at all. 

The Chairman. It is on a par with this situation, is it not ? 

Mr. FiGG. If you will pardon me, I can not see it that way at all. 

The Chairman. I understand that they initiated this; that they 
went to the Department of State for it. That is the testimony. I 
think Mr. Franklin stated that. 

Mr. Ward. He was there on other business. 

Mr. FiGG. If you will pardon me, I wish to say right there, to clear 
your mind on the subject, that the matter was brought to me by the 
State Department through their representative, Mr. Giddings, and 
I then made the representation to these firms in the endeavor to have 
them participate with the Government in this deal in bringing this 
sugar m. 

The Chairman. You issued a license to them, as you did to others, 
and you appealed to them as you did to everybody else. When I say 
"you'' I am speaking of the Government. They appealed to every 
farmer in this country during the war, they appealed to every manu- 
facturer, and people invested their money. I am in sympathy with 
your suggestion here that they are entitled to consideration, but there 
are probably many others, and, of course, if this claim is allowed we 
should give consideration to every other claim. 

Mr. FiGG. If there are any other claims, Mr. Chairman, similar to 
this claim you should allow them. I do not know personally of any 
other claims that constitute a moral obligation upon the part of the 
Government such as it seems to me we have in this case. 

The Chairman. You may not know about them, but I think I know 
of several hundred of them. I know something about the appeals 
that were made to the farmers. They were justified in making them. 
The farmers gave up their wheat at half price and much less than that ; 
they gave up their hogs and everything they had. The great ques- 
tion then was winning the war. 

Mr. FiGG. I think, Mr. Chairman, that during the period of the 
war people sacrificed and gave up a great many things in the aid of 
the successful prosecution of the war. But here is a matter that 
comes along long after the war and in an effort to supply the Ameri- 
can people with a necessity. 

The Chairman. Exactly; and the other was to help win the war. 
Do you say an obligation incurred after the war should be given 
preference over an obligation incurred during the war ? 
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Mr. FiGG. I do not mean to imply that. 

The Chairman. Why should they be given preference over those 
who gave their money to aid in the prosecution of the war? 

Mr. FiGG. There is no question — if I may revert for just a moment 
to the case of these two firms, one of them particularly, B. H. Howell 
& Co., I know did participate in war measures during the war. 

The Chairman. That is outside of this question now. 

Mr. FiGG. If you are going to speak of the war and bring up the 
obligations incurred during the war, then thy are entitled to con- 
sideiation as patriotic firms performing a patriotic service during 
the war. Now, then, we come along a year after the termination of 
the war and ask these people to enter into a deal involving several 
millions of dollars, for the purpose of aiding the Government in 
bringing down the price of a necessity and also bringing in a suflicient 
supply and establishing an equitable distribution of that necessity 
of life. 

The Chairman. Your object, was then to furnish the people sugar 
at a lower price ? 

Mr. FiGG. It was ; yes, sir. 

The Chairman. Did the fixing of the price in Louisiana have that 
eflFect? 

Mr. FiGG. The much-discussed fixing of the price of the Louisiana 
sugar has, I believe, had the effect of keeping the Louisiana sugar 
from selling at a much higher price than it otherwise would have sold 
for. 

The Chairman. The price was fixed on the Atlantic coast at how 
much ? 

Mr. FiGG. On the Atlantic coast it was fixed at 1 cent a pound. 

The Chairman. What was the price fixed under the license? 

Mr. FiGG. There was no fixed price, except under the Food Ad- 
ministration when the war was still on. We did not fix a price. 

Mr. McLaughlin of Michigan. I think the chairman means this: 
At the time the price was fixed at 17 cents in liouisiana what were 
the prices fixed in other parts of the country? 

Mr. FiGG. There was no price fixed on the Atlantic coast on 
imported Cuban sugar. There was a price fixed on beet sugar, and 
there was a profit fixed on the importation of Cuban raws. 

The Chairman. What was the price of beet sugar ? 

Mr. FiGG. It was 12 cents a pound, Mr. Chairman. 

The Chairman. Was it not lOi cents ? 

Mr. FiGG. I think at one time it was lOJ cents, and increased to 12. 

The Chairman. And what was it in the Western and Central 
States ? 

Mr. FiGG. Beet sugar was fixed at that price all over the West and 
Middle West. 

The Chairman. What was it fixed at in Louisiana? 

Mr. FiGG. The Louisiana sugar was 17 cents for one class of sugar 
and 18 cents for another. 

The Chairman. And you contend that that was for the purpose of 
reducing the price of sugar ? 

Mr. FiGG. You had to base your reduction of sugar prices upon 
the cost of operation and production. 

The Chairman. Was that done in the fixing of the price of wheat 
or any other commodity ? 
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Mr. FiGG. I am sure I am not familiar with that, Mr. Chairman. 
I do not handle hogs or wheat. 

The Chairman. You took over the Food Administration. You 
were the Food Administrator. Now, did you not ? 

Mr. FiGG, As Food Administrator I had nothing to do with those 
things. The wheat question went to the Grain Corporation, not to 
the Department of Justice. 

The Chairman. Did the Grain Corporation have anything to do 
with the purchase of hogs ? 

Mr. FiGG. I think that was the Food Administration. 

Mr. PuRNELL. You are not connected with the Department of 
Justice now, are you ? 

Mr. FiGG. No, sir. 

Mr. PuRNELL. Do you care to state to the committee what busi- 
ness you are engaged in now ? 

Mr. FiGG. I am looking after my own affairs. 

Mr. PuRNELL. You have no connection with either one of these 
-concerns ? 

Mr. FiGG. Not at all. 

Mr. PuRNELL. And never have had ? 

Mr. FiGG. No, sir. If you wish me to state it, I am from Okla- 
homa, and am in the oil business. 

Mr. Ward. Mr. Chairman, will you call Mr. Franklin, please ? 

The Chairman. Thank you, Mr. Figg. Mr. Franklin, we will hear 
you. 

ADDITIONAL STATEMENT OF MR. WALTER S. FRANKLIN, 
VICE PRESIDENT AMERICAN TRADING CO., NEW YORK, 

N. Y. 

Mr. Franklin. Mr. Chairman, I just wanted to submit one addi- 
tional thing in evidence here— one additional cablegram which I 
would like to read in: 

[Paraphrase of cablegram.] 

To: The American Embassy at Buenos Aires, Argentina. 
Dated: May 13, 1920. 
:No.: 45. 

With reference to the telegrams from the department Nos. 39, 40 and 43, and to 
your telegram No. 113, regarding the lifting of tne embargo on sugar from Argentina. 
This is strictly confidential. The American Trading Co. has been appointed pur- 
chasing agent by the Department of Justice and it is being instructed by that depart- 
ment to obtain quietly as many options as possible before the jnarket is aware that the 
embargo has been lifted, in order to avoid unduly high prices, otherwise it will be 
impossible to buy Argentine sugar. By this method there will be an avoidance of 
profiteering at this end and the Department of Justice is safeguarding all steps so that 
the American household consumer may be protected. 

Instructions are hereby given to you to bring this matter confidentially to the atten- 
tion of the Government of the Argentine, for its information. The hope is expressed 
that the Argentine Government will be satisfied with this arrangement. In the near 
future the oflficial request for the lifting of the embargo will be made. This is being 
done merely to avoid speculation, which might deslroy the entire transaction, and 
there is no intention of preventing sugar interests in the Argentine from securing a 
a price which is just. 

Polk, 
AcHny 
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This is an official copy. 

The Chairman. Does any member desire to ask Mr. Franklm 
any questions? [No response.] Is there anything further, Mr. 
Franklin ? 

Mr. Franklin. No, sir. I might say that that cablegram should 
be considered in connection with Mr. Figg's letter of instructions 
to us of May 11. 

I have nothing more, unless you desire to ask me some questions. 

STATEMENT OF MR. H. I. KERN, ATTORNEY AT LAW, 

NEWARK, N. J. 

« 

Mr. Kern. Mr. Chairman, with your permission I would like to 
submit the letter of the President, dated July 8, 1918, to Mr. Herbert 
Hoover, authorizing the organization of the Sugar Equalization 
Board. I think it is pertinent to the matter under discussion h6re, 
and probably the committee would like to see it. 

(The witness read a portion of the letter referred to, which is here 
printed in full, as follows:) 

LETTER AUTHORIZING THE FORMATION OP THE UNITED STATES SUGAR EQUALIZATION 

BOARD (inc.), JULY 8, 1918. 

Hon. Herbert Hoover, 

United States Food Administratdr. 

I hereby authorize and direct you to proceed with the formation of a corporation 
to be known as the United States Sugar Equalization Board (Inc.), with general 
powers and character set out in the certificate of incorporation which you have sub- 
mitted to me. I approve of the appointment of the following persons as directors 
of such corporation: 

Herbert Hoover, of Washington, D. C. 

George M. Rolph, of San Francisco, Calif. 

Theodore F. Whitmarsh, of New York, N. Y. 

George A. Zabriskie, of New York, N. Y. 

Clarence M. WooUey, of New York, N. Y. 

Frank W. Taussig, of Washington, D. C. 

All of the capital stock is to be held by the United States except such as may be 
required for qualifying the individual directors or incorporators, such qualifying 
shares to be held by such directors or incoiporators in trust for the use and bene- 
fit of the United States. 

I will arrange to purchase the entire capital stock of such corporation out of the appro- 
priation of $50,000,000 authorized by the first provision in the act of July 1, 1918, 
entitled "An act making appropriations for sundry civil expenses of the Government 
for the fiscal year ending June 30, 1919, and for other purposes, " from which 
appropriation I have set aside $5,000,000 for this purpose. 

I hereby direct that any outstanding stock standing in the name of the United 
States shall be voted by you or by sucn person as you see fit to appoint your agent 
for this purpose. 

Woodrow Wilson. 

The Chairman. The Equalization Board is absolutely outside of 
this matter, is it not ? 

Mr. Kern. This is to show the connection between the Equaliza- 
tion Board and the Food Administration. 

The Chairman. Do you contend that the Equalization Board has 
anything to do with this matter here ? 

Mr. Kern. No, sir. 

Mr. PuRNELL. May I ask, whom do you represent ? 

Mr. Kern. I am with Mr. Armstrong, representing B. H. Howell, 
Son & Co. 
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The Chairman. Have you put into the record the letter you sub- 
mitted the other day } 

Mr. Kej^n. No, sir; that was Mr. Figgis statement of the matter. 

The Chairman. Can you supply the committee with that letter? 

Mr. Kern. I will be glad to do so. 

The Chairman. Thank you very much, Mr. Kern. 

(The letter referred to was subsequently submitted by the witness 
and is here printed in full, as follows:) 

Department op Justice, 

Washington, November i, 1920. 
The President, 

The White Hou^^ Washington, D. C. 

My Dear Mr. President: I would respectfully submit for your consideration the 
following facts and circumstances concerning the importation of Argentine sugar into 
the United States by the American Trading Co. and the B. H. Howell Co., of New 
York. 

Durii^ the months of May and June the sugar shortage in the United States was at 
its peak of acuteness, and my every effort was directed to stimulating the importation 
of foreign sugars, as well as directea to educating the consuming public to the necessity 
of a general curtailment of their use of the luxuries of life, in which sugar played a 
laxse part. 

Other Government agencies, particularly the State Department, Were also assisting 
and doing a great deal on their own initiative to relieve this condition. In their 
efforts through the Americain ambassador to Argentina, they were able to secure 
consent of the Argentine Government to the exportation of a considerable quantity 
of sugar to the United States at a price much lower than the quotations on American 
sugar. This permission was obtained from the Argentine Government under certain 
conditions, namely, that the American Government would name the firms or firm to 
handle this exportation, and would guarantee that it should be handled for the inter- 
ests of the American consumer, and not be allowed to reach the speculator's hands here. 
I was consulted by the Foreign Trade Advisory Division of the State Department 
and asked to cooperate in this matter. The American Trading Co. and the B. H. 
Howell Co., of New York, were the commercial interests that finally undertook to bring 
this sugar to the United States, giving the Department of Justice the right to indicate 
or approve of the method of distribution, so that it might be assured that this sugar 
woula reach the hands of only the legitimate dealer and the essential industries. 

Before the B. H. Howell Co., who were handlimg the entire distribution, offered 
these sugars, they sent us a list of firms, wholesale grocers and manufacturers of neces- 
sities, for our approval. After eliminating a few naimes from their list the same was 
returned to them with a letter from me, in which we thanked them for their complete 
cooperation and approved of the allotments they had made. We received at this time 
numerous letters from wholesale grocers and manufacturing interests requesting that 
they be allotted sugars from this Argentine shipment. These letters were forwarded 
to the B. H. Howell Co. for such action as they might take. 

The price of sugar by the refiner had reached from 22 J to 26 J cents per pound. 
This sugar was offered, or allotted, if you please, at 21.20 per pound, which was a 
2-cent margin of profit over and above the actual delivery cost of this sugar in the 
• United States, it being agreed that 1 cent per pound should be allowed the American 
Trading Co., as purchaser, and 1 cent per pound to the B. H. Howell Co., as dis- 
tributors. 1 may say in this connection that in my opinion, as well as a like opinion 
from a great number of the sugar interests, the offering of this sugar at that particular 
time at a price so many cents per pound lower than the them quoted market price 
of American refined sugar was the principal factor in breaking the price on sugar. 
This was primarily the cause of Cuban raw sugar being offered on the American 
market, in a few days after the announcement of this Argentine offer, at several 
cents per pound less than it had been for several months. Also the fact that through 
this offering to the legitimate wholesale dealer and the essential users, it gave them 
the assiu^nce of a plentiful supply of sugar for the next few months, as deliveries 
were to be made in August, September, and October. The unprecedented down- 
ward rush of prices in all grades of sugar has caused a tremendous financial loss to 
these interests that risked millions in the hopes of only a small gain at most to bring 
about a more equitable distribution of sugar to the essential users. Their loss to-day 
without a further decline of the market price is about $1,900,000. 
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There never was a case where the moral claim for governmental consideration was 
stronger. I am attaching hereto letters from these firms which give a very clear 
picture of the serious situation in which this deal has left them. As a solution, I would 
suggest that the United States Sugar Equalization Board might be directed by your 
order to assume the purchase and disposition of this sugar. In this way any loss 
would be absorbed out of the reserve fund of the United States Sugar Equalization 
Board. Such action would appear to be well within the power and authority con- 
ferred upon you by the so-called McNary Act, providing for the continuation of the 
United States Sugar Equalization Board until December 31, 1920. Of course, the 
B. H. Howell Co. would continue as the actual distributor of the sugar and attend 
to all the details of importation and sale. 

The financial loss oi these two firms is tremendous, and by this loss an amount 
impossible of calculation has been saved the American consumers, but it will run 
well into the neighborhood of $1,000,000,000. It would therefore appear that gov- 
ernmental action to relieve the situation is well justified in the premises. 

I find the State Department quite in accord with the views herein expressed, and 
you, no doubt, will receive a request from them as well as the within, that favorable 
consideration and action be taken. 
Respectfully, 

Howard Figg, 
Special Assistant to the Attorney General. 

(Thereupon, at 12.20 o'clock p. m., theXoommittee proceeded to 
the consideration of executive business.) 
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